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PREFACE 



THE FIRST PART. 



Sir Robert Peel observed, when he introduced the 
Bank Bill of 1844, that, in the opinion of Her Ma- 
jesty's Government, "Inquiry had been exhausted." 
Since the passing of that Act, the subject of the 
Currency has been much discussed. A Committee of 
the House of Lords and a Committee of the House of 
Commons have made valuable reports on the commer- 
cial distress of 1847, which was supposed by many to 
be closely connected with the system of Banking in- 
troduced by Sir Robert Peel's Bill : the witnesses are 
not agreed upon the influence which the Bank of 
England may have had in producing or aggravating 
that distress, nor are the Committees agreed upon 
any remedial measures — the Committee of the House 
of Commons recommending no alteration in the Act. 



vi PREFACE TO 

Since these reports were made, a Committee of the 
House of Commons sat in the last session of Parlia- 
ment on the same subject, and which has been reap- 
pointed to carry on the inquiry in the present Session, 
and also to inquire into the causes of the commercial 
distress of 1857. This Committee made a report of 
the evidence given before them in the last Session, and 
is still sitting. On these reports and on the evidence 
I have made some observations, with an epitome of 
the report of the House of Lords. 

It appears to me that "inquiry" is not " exhausted," 
and that " those great elementary truths " (in the 
language of Sir Robert Peel, p. 18) " which are at 
the foundation of the whole system of currency, 
paper-credit, and foreign exchange," are still deside- 
rata. 

For many years I have been in the habit of watch- 
ing the course of events connected with our present 
system of Banking, and of noting down my remarks 
as they have occurred. The publication of this trea- 
tise has been delayed from various causes ; a great 
part of it, as far as Chapter XYI. inclusive, was printed 
last summer. I then waited to see the Report of the 
Committee sitting at that time. 

I have perused some of the many publications which 
have appeared on the Currency ; they generally treat 
of management, and not of principle : opinions which 
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I had previously formed, and committed to writing, I 
have in some instances found confirmed. 

Many years before the passing of the Bank Act of 
1844, I had conceived and written my plan for chang- 
ing our gold to a silver standard : as the principle is 
the same whether the change be from a gold to a silver 
or from a silver to a gold standard, I have thought 
that it may be desirable to publish it in this treatise. 
There was no prospect of our standard being changed 
in 1844. The discovery of the gold mines in Russia 
rendered very doubtful the policy of adopting the 
silver standard, and the recent discoveries of gold in 
California and Australia render more hazardous any 
change in the domestic or national standard : it wiU 
be prudent to wait to see what effect these wonderful 
discoveries may have on the standard of this and of 
other countries. 

I may remark that the principles which I advocate 
are of universal application wherever foreign com- 
merce exerts its civilizing influence, and I venture to 
recommend them to the notice of the great mercantile 
republic, the international traders of all countries. 

I trust it is needless for me to disclaim all intention 
of impugning the motives of any writer, or of any 
witness who gave evidence on this long- agitated ques- 
tion of the Currency, or of any director of the Bank 
of England ; least of all, would I think or speak dis- 
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respectfully or question the motives of Sir Robert 
Peel. That great man had the courage to overthrow 
a narrow commercial policy, which had for ages 
prevailed more or less, and which had been con- 
tinued, notwithstanding the cogent reasoning of 
Adam Smith, by whom it had been denounced 
seventy years before; nor would that enlightened 
legislator have shrunk from introducing any new 
measure of Currency or Banking, even in opposition 
to his own BiU, had he thought it conducive to the 
welfare of the country. (Debate, May 10, 1847. — 
Hansard. ) 

If it can be shown that the circulation of coins may 
be brought within the rule which governs the ex- 
change of commodities; that the value of paper 
money depends upon the performance of a promise ; 
that bank-notes may be placed in the same category ' 
as any other written engagement that circulates among 
the community in the payment of debt ; that the basis 
on which they rest is truth, and that the absence of 
truth is their only weakness, I think the subject will 
be divested of much obscurity, and the Currency 
question "will be drawn from those dark recesses 
wherein," it appears to me, that " man, not God, has 
hid it." 

Taking truth and justice as the only safe principles, 
and Adam Smith as the great political writer on Com- 
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raerce, I venture to submit my opinions to the public ; 
and I shall be quite willing to yield assent to any more 
just or more true system, if it be discovered. 

The author of the present treatise hopes that his 
attempt to elucidate this " questio vexata" will be 
received with candour, and that some indulgence will 
be shown for any defects of style, by those who may 
honour it with a perusal. 

Castle Hill House, Nbthbe SioTraT, Somekset 
June 1838. 



PREFACE 



THE SECOND PART. 



I HAVE prefixed to this second part of my " Treatise 
on Coins, Currency, and Banking," the preface of the 
first part. The principles of truth and justice which 
I advocate are the same in both, but with this dififer- 
ence, to which I beg the attention of those who may 
honour with a perusal the first part, in which I have 
reasoned on the supposition that the Bank of England 
was under a moral obligation to pay their promissory 
notes with bullion, if demanded. In this second part 
I entirely reject all claim of the public to be paid 
with bullion, being foreign to the engagement of the 
Bank of England, and I confine the moral obligation 
to the payment with coin, the only money. 

In this second part I have considered the nature 
of money and of interest, with the distinction between 
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interest and usury, between a rate of interest au- 
thorized by law, and a rate which may depend upon 
the necessities of the borrower and the exaction of 
the lender : and I have given the opinions of learned 
jurists upon these subjects. 

I have also made remarks on the Report of 
the Committee of 1858, which appeared soon after 
the publication of my volume; and likewise on the 
maxims advanced on the 31st July, 1866, in the 
debate upon the motion of Mr. Watkin : these addi- 
tions will render more complete my treatise on 
" Coins, Currency, and Banking." 

I can only express my hope that this second 
attempt to elucidate the long-agitated question of 
the currency will be viewed with candour, however 
unable I may be to do justice to the great cause of 
freeing commerce and credit from the trammels im- 
posed upon both by the present system of restriction 
and limitation. 

Castlb Hill House, Nethee Sto-wet, Somerset: 
Maroh 1867. 
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TREATISE 

ON 

COINS, CURRENCY, AND BANKING. 

(SECOND PAET.) 



CHAPTEE T. 

REPORT. 

The Select Committee appointed to inquire into the 
Operation of the Bank Act of 1844 (7 & 8 Vict. 
c, 32), and of the Bank Acts for Ireland and Scotland 
of 1845 (8 & 9 Vict. c. 37 & 38), and who were 
instructed to inquire into the causes of the recent 
commercial distress, and to investigate how far it has 
been affected by the laws for regulating the issue of 
bank notes payable on demand, and who were em- 
powered to report their observations thereupon, to- 
gether with the Minutes of the Evidence taken before 
them:. — Have considered the matters to them re- 
ferred, and have agreed to the following Report : — 

1. The ten years which have elapsed since the last Com- 
mittee sat under the same Order of Eeference — viz., the Com- 
mittee on Commercial Distress, which reported in 1848 — 
have been marked by many circumstances of peculiar inte- 
rest and importance. The foreign trade of the United 
Kingdom has in that period increased with a development 
unprecedented, perhaps, by any other instance in the history 
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of the world. The exports, which before 1848 had never 
exceeded 60,110,000/., the amount which they attained in 
1845, have risen with little variation and with great rapidity; 
and in 1857, notwithstanding the severe commercial pressure 
which marked the latter portion of that year, they stood at 
122,155,000/. 

2. In the year 1849, the newly-discovered mines of Cali- 
fornia began to add perceptibly to the arrivals of gold ; and 
in 1851 the supply was increased by the still more fertile 
discoveries in Australia. The following figures, for which 
your Committee are indebted to the authorities of the Bank, 
will show how important an addition appears to have been 
made to the circulating medium of the world from these new 
sources of supply: — 



Estimated Increase of the European Stock of Bullion in Seven 
Years, 1851-1856. 





Imports fropi producing 
Countries. 


Exports to the East from 

Great Britain and 

Mediterranean. 


1851 . . 

1852 . . 

1853 . . 

1854 . . 

1855 . . 

1856 . . 

1857 . . 

£ 


Gold. 


Silver. 


Gold. 


Silver. 


£ 
8,654,000 
15,194,000 
22,435,000 
22,077,000 
19,875,000 
21,275,000 
21,366,000 


£ 
4,076,000 
4,712,000 
4,355,000 
4,199,000 
3,717,000 
4,761,000 
4,050,000 


£ 
102,000 
922,000 
974,000 
1,222,000 
1,192,000 
479,000 
529,000 


£ 
1,716,000 
2,630,000 
5,559,000 
4,583,000 
7,934,000 
14,108,000 
20,146,000 


■130,876,000 


29,870,000 


5,4f^O,000 


56,676,000 



Gold. 

The total import of gold in seven years has 
been, say ....... 

The exports of gold bullion and British gold 
coin to India, China, Australia, the Cape, 
Brazils, the "West Indies, United States, 
&c. may be taken at . 

Which would leave as the increase to the 
European stock of gold .... 



£ 
130,000,000 

22,500,000 
107,500,000 
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Silver. 

The exports of silver to India 

and China have been , . £56,676,000 

The imports from the produc- 
ing countries . . , 29,870,000 



Making the amount of silver abstracted from 
the European stock 

And the estimated increase in the European 
stock of bullion . . , . £ 



26,800,000 



80,700,000 



3. The remission o£ duties upon articles of necessity and 
upon the raw materials of industry, and the great increase of 
trade to which your Committee have referred, were naturally 
attended by a very remarkable improvement in the comforts 
and consuming power of the people, as exhibited in the im- 
ports ; and especially in the vast increase in the clearances 
of those articles which enter most materially into the con- 
sumption of the working classes. It is probable that to this 
cause ought chiefly to be attributed the great increase which 
is believed to have taken place in the circulating medium of 
the United Kingdom. 

Mr. Weguelin, a member of the Committee, and then 
Governor of the Bank, stated to the Committee of 1857 
that this increase was estimated, by those in whose judgment 
the Bank Directors placed the greatest reliance, at 30 per 
cent, in the six years then last elapsed. The total gold 
circulation is believed by him now to amount to nearly 
50,000,000/. The whole circulation of notes, which, under 
the Acts of 1844 and 1845, are permitted to circulate with- 
out being represented by bullion, retained for that purpose 
in the coffers of those who issue the notes, is 31,623,995/., of 
which 14,475,000/. are issued by the Bank of England; 
7,707,292/. by the English country bankers ; 3,087,209/. by 
the Scotch ; and 6,354,494/. by the Irish bankers. 

4. With regard to bank notes, it is interesting here to 
observe, that in the smaller denominations, those — namely, 
which enter most into the retail transactions of the country^ 
the number has considerably increased, concurrently with the 
increase of the gold circulation above referred to. The 61. 
and 10/. notes of the Bank of England, which in 1851 were 
9,362,000/., had risen in 1856 to 10,680,000/. 

5. At the same tame, for a reason which will presently be 
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noticed, a great diminution has been observable in the use of 
notes from 200?. and upwards. 

6. The silver currency has in the same time increased as 
follows, viz. : — 

Silver Coin issued to the Public in excess of Receipts from 
the Public. 

£ 

1851 26,307 

1852 420,418 

1853 554,442 

1854 36,803 

1855 47,754 

1856 289,142 

1857 242,273 

7. While this expansion of trade was in progress, and the 
precious metals received this remarkable addition, a new fea- 
ture in the banking business of the country was observable. 
The joint-stock banks in London entered more and more 
into competition with the private banks, and, by their prac- 
tice of allowing interest on deposits, began to accumulate 
vast amounts. On the 8th June, 1854, the private bankers 
of London admitted the joint-stock banks to the arrange- 
ments of the clearing house, and shortly afterwards the final 
clearing was adjusted in the Bank of England. The daily 
clearances are now effected by transfers in the accounts 
which the several banks keep in that establishment. In 
consequence of the adoption of this system, the large notes 
which the bankers formerly employed for the purpose of 
adjusting their accounts are no longer necessary. The dimi- 
nution in the use of these notes is shown by the following 
figures : — 

Bank Notes of 200?. to 1,000?. 

£ 

1852 5,856,000 

1857 3,241,000 

8. Meanwhile the joint-stock banks of London, now nine 
in number, have increased their deposits from 8,850,774/. in 
1847 to 43,100,724?. in 1857, as shown in their published 
accounts. The evidence given to your Committee leads to 
the inference that of this vast amount, a large part has been 
derived from sources not heretofore made available for this 
purpose; and that the practice of opening accounts and 
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depositing money with bankers hiis extended to numeroua 
classes who did not formerly employ their capital in that 
way. It is stated by Mr. Rod well, the Chairman of the Asso- 
ciation of Private Country Bankers, and delegated by them 
to give evidence to your Committee, that in the neighbour- 
hood of Ipswich this practice has lately increased fourfold 
among the farmers and shopkeepers, of that district ; that 
almost every farmer, even those paying only 501. per annum 
rent, now keep deposits with bankers. The aggregate of 
these deposits of course finds its way to the employments of 
trade, and especially gravitates to London, the centre of 
commercial activity, where it is employed first in the dis- 
count of bills, or in other advances to the customers of the 
London bankers. That large portion, however, for which 
the bankers themselves have no immediate demand passes 
into the hands of the bill-brokers, who give to the banker in 
return commercial bills, already discounted by them for per- 
sons in London and in different parts of the country, as a 
security for the sum advanced by the banker. The bill- 
broker is responsible to the banker for payment of this 
money at call ; and such is the magnitude of these transac- 
tions, that Mr. Neave, the present Governor of the Bank, 
stated in evidence : — 

" We know that one broker had five millions, and we were 
led to believe that another had between eight and ten mil- 
lions ; there was one with four, another with three and a 
half, and a third above eight. I speak of deposits with the 
brokers." 

9. It thus appears that since 1847 three most important 
circumstances have arisen, affecting the question referred to 
your Committee, viz. : — 

(1) An unprecedented extension of our foreign trade. 

(2) An importation of gold and silver on a scale unknown 
in history since the period which immediately succeeded the 
first discovery of America : and, 

(3) A most remarkable development of the economy 
afforded by the practice of banking for the use and distri- 
bution of capital. 

10. In the years which immediately succeeded the great 
commercial crisis of 1847-8, the natural effect of such a crisis 
on the minds of persons engaged in trade was exhibited, and 
for a time prudence and caution were the marked character- 
istics of the commercial world. The bullion in the Bank 
meanwhile accumulated, increasing with little variation, until 
in July 1852 it amounted to 22,232,000?. At this time 
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the notes in the hands of the public ran to the unusually 
large amount of 23,380,000/., yet scarcely exceeded the 
amount of bullion ; while the reserve of notes in the banking 
department of the Bank of England was 12| millions, and 
the minimum rate of interest 2 per cent. 

11. The consequence of such a state of things was mani- 
fested in the year 1853, when the exports, which in 1852 had 
amounted to 78,076,OOOZ., rose to 98,933,000/. The bullion 
at the same time declined, and was on the 22nd October of 
that year 14,358,000/., while the reserve went down to 
5,604,000/., and the minimum rate of interest rose to 5 per 
cent. 

12. In March 1854 war was declared against Russia, and 
an expenditure of nearly 90 millions is estimated to have 
been incurred by England on this account. The foreign 
payments were largely made in specie, which to a great 
extent was hoarded in the East. Foreign loans were also 
contracted in London for the purposes of the war. The 
aggregate trade of the United Kingdom varied little. The 
Bank rate of discount was raised in May 1854 from 5 to 
5^ per cent., and continued at that rate till August 3, 
when it was again reduced to 5. On the 5th April 1855 
it was reduced to 4^, the bullion then standing at 15,079,000/. 
and the reserve at 8,580,000/. The bullion continued to 
rise, until in June it amounted to 18,169,000/., and the 
reserve to 11,887,000/. Before the end, however, of that 
year a great change occurred; and on the 27th December 
the bullion stood at 10,275,000/., the reserve at 6,993,000/., 
while the minimum rate of interest had been raised on 18th 
October to 6 per cent, for 60 days, and 7 per cent, for 95 
days, at which rate it stood till the following May. The 
changes in the rate of discount which took place from April 
1855 to March 1857 are thus stated by Mr. Weguelin: — 

" I have here a list of the various changes in the rates, 
beginning at April 5th 1855, when the minimum rate of 
discount for bills having not more than 95 days to run was 
4^ per cent. On May 3rd, it was reduced to 4 per cent. On 
June 14th, it was reduced again to 3^ per cent. On September 
6th, it was raised to 4 per cent. On September ] 3th, to 4| per 
cent. On September 27 th, to 5 per cent. On October 4th, to 
5^ per cent. The Committee will remark that very rapid rise 
in the rate of interest, which was caused by the commercial de- 
mand for accommodation, and for the export of bullion, occur- 
ring at the same time with a considerable demand for bullion 
to supply the armies in the East, On the 18th of October 
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the rate was 6 per cent, for bills having 60 days to run, 
and for bills having 95 days to run it was 7 per cent. 
In 1856, on the 22nd of May it was reduced to 6 per 
cent., and on the 29th of May to 5 per cent., and on the 
26th of June to 4^ per cent., the minimum rate. There 
then occurred a great demand, and the rate was raised by 
order of the Governor on October the 1st to 5 per cent. 
That was not on the ordinary weekly court day, but iu the 
interval of the court. On October the 6th (which was 
again not on a court day, but on a Monday), the rate was 
raised to 6 per cent, for 60 days' bills, and to 7 per cent, for 
bills not having more than 95 days to run. On November 
13th, the minimum rate for bills of all descriptions having 
not more than 95 days to run was raised to 7 per cent. On 
December 4th it was reduced to 6^, and on December 18th 
to 6 per cent., at which rate it now stands. Here is also an 
account of the variations with regard to temporary advances 
on stock. The first recent deviation from the practice that 
temporary advances on stock and exchequer bills should be 
made at the Bank minimum rate ordinarily, and at ^ per cent, 
below the minimum during the shuttings, seems to have 
occurred in July 1854, when exchequer bond scrip was in 
the market. The Bank minimum rate was then 5^ per cent. ; 
temporary advances were made at 5 per cent., and advances 
were made on exchequer bond scrip at 4 per cent. I believe 
that was an especial arrangement at the time, which had not 
much reference to the state of the money market. The 
term of those advances varied from 14 to 31 days. During 
the -shutting for the dividends due in January 1856, the 
allowance of ^ per cent, on advances on stock, &c. was 
withdrawn, and no such advances have since been made at a 
rate below the Bank minimum. On the 8th of January 
1856, the demand for advances chiefly on Turkish scrip and 
bonds continuing beyond the payment of the dividends, the 
term was contracted to 14 days. During the shutting for 
the April dividends this restriction was removed. After the 
April payment the general term was 14 days ; but there does 
not appear to have been any restriction to that period. After 
the October payment the term was contracted to 7 days ; 
and on the 16th of October the Bank refused to advance on 
any Government securities except exchequer bills. About 
the 11th of November the Bank declined to re-discount bills 
having more than 30 days to run ; that is, bills which had 
been advanced upon by brokers. During the shutting for 
January the usual course was resumed, without restriction as 
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to stock or term. On the 9th of January 1857 the rate 
for advances on Government stocks and exchequer bills was 
raised to 6| per cent., the rate on bills of exchange remain- 
ing at 6 per cent. ; and this restriction remained in force till 
the present shutting. It is now 6 per cent. In addition to 
those restrictions, I may state that the Governors have placed 
certain restrictions upon the business conducted through the 
discount brokers. In their business with them, when it 
suited the convenience of the Bank to have only short bills, 
they have limited their advances to the discount brokers to 
30 days, or have insisted upon their bringing in bills not 
having more than 30 days to run ; the object being to obtain 
such a command of resources constantly returning to the 
Bank reserve as should keep the Bank safe in that respect." 

13. Down, therefore, to the close of the inquiry of 1857, 
the Bank of England had continued, under the Act of 1844, 
to conduct its business without difficulty. The rate of dis- 
count had been raised, and the echeance of bills shortened, 
as the drain for bullion appeared to the Directors to render 
these measures necessary from time to time. But neither 
the failure of the silk crop in Italy, with the bad harvests in 
France and other parts of Europe, and the commercial drain 
thence arising, nor the requirements of specie for the mili- 
tary service, nor both these causes combined, had occasioned 
any important derangement of our monetary system. 

The course of trade may be collected from the exports of 
the years referred to, viz. : — 

£ 

1852 78,076,000 

1853 98,933,000 

1854 97,184,000 

1855 95,688,000 

1856 115,826,000 

1857 122,155,000 

These exports do not include shipments of stores in Govern- 
ment transports. 

14, In the earlier part of the autumn of last year, the 
trade of the United Kingdom was generally considered to be 
in a sound and healthy state, and in the words of the Gover- 
nor of the Bank, in reply to the following question : — 

" Was there, in the month of August, any circumstance 
which caused you to be apprehensive of any reason for rais- 
ing the rate of discount ?— Not in the month of August ; 
things were then pretty stationary ; the prospects of hiS'vest 
were very good ; there was no apprehension that commerce 
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at that time was otherwise than sound. There were certain 
more far-seeing persons who considered that the great stimu- 
lus given" by the war expenditure, which had created a very 
large consumption of goods imported from the East and other 
places, must now occasion some collapse, and still more those 
who observed that the merchants, notwithstanding the en- 
hanced prices of produce, were nevertheless importing, as 
they had done successfully in the previous years. But the 
public certainly viewed trade as sound, and were little aware 
that a crisis of any sort was impending, far less that it was 
so near at hand." 

15. In this state of things, the bullion standing at 
10,606,000/., the reserve at 6,296,000Z., and the minimum 
rate of discount at 5^ per cent., the Bank, on the 17th of 
August 1857, commenced a negotiation with the East India 
Company, which ended in a shipment of 1,000,000/. in specie 
for the East. The general aspect of affairs continued with- 
out change until the 1 5th September, when the first tidings 
arrived of the great depreciation of railway securities in the 
United States, and immediately afterwards of the failure of 
a very important corporation, called the Ohio Life and Trust 
Company. Before the 8th of October the tidings from 
America had become very serious : news of the suspension 
of cash payments by the banks in Philadelphia and Balti- 
more was received ; cotton bills were reduced to par, and 
bankers' drafts to 105 ; railroad securities were depreciated 
from 10 to 20 per cent. ; the artisans were getting out of 
employment; and discounts ranged from 18 to 24 per cent. 
The transactions between America and England are so inti- 
mate and so large, the declared value of British and Irish 
produce exported in 1856 to the United States having been 
21,918,000/., while the amount of securities held by English 
capitalists in America was by some persons estimated at 
80,000,000/., that this serious state of commercial disorder 
there could not but produce in this country great alarm. 

16. In New York, sixty-two out of sixty-three banks sus- 
pended their cash payments. In Boston, Philadelphia, and 
Baltimore the banks generally did the same. The effect of 
the American calamity fell with the greatest weight upon the 
persons engaged in trade with that country, and Liverpool, 
Glasgow, and London naturally exhibited the first evidences 
of pressure. On the 27th October the Borough Bank of 
Liverpool closed its doors, and on the 7th November the great 
commercial house of Messrs. Dennistoun & Co. suspended 
payment. The Western Bank of Scotland failed on the 
9th November, and on the 11th the City of Glasgow Bank 
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suspended its payments, which it has since resumed. The 
Northumberland and Durham District Bank failed on the 
26th; and on the 17th the Wolverhampton Bank for a time 
suspended payment. 

17. Great alarm naturally prevailed in London, the centre 
of all the monetary transactions of the world. Vast sums 
deposited with the joint- stock banks, at interest, and em- 
ployed directly by themselves, or by the bill-brokers, in 
addition to other moneys deposited by their other customers, 
were chiefly held at call ; and the bill-brokers are stated to 
have carried on their enormous transactions without any 
cash reserve, relying on the run off of their bills falling due, 
or, in extremity, on the power of obtaining advances from 
the Bank of England on the security of bills under discount. 
The inevitable result of this system, at a time of com- 
mercial pressure and alarm, was, that the banks limited their 
discounts almost exclusively to their own customers, and 
began to add to their reserves, both in their own tills and at 
the Bank of England. It is well known that a periodical 
disturbance in the reserve of notes at the Bank of England 
regularly occurs at the time when the dividends upon the 
National Debt are paid. Interesting information will be 
found in the evidence of 1857 as to the effect of this dis- 
turbance in aggravating the panic of 1847. It had no such 
effect last year. By the 24th October that periodical dis- 
turbance was at an end. The public deposits also were in 
a satisfactory state, amounting to 4,862,000?. It is interest- 
ing to observe, with regard to the private deposits, that the 
causes to which your Committee have above referred, as 
affecting other bankers, tend to increase the balances in the 
Bank of England — the bank of last resort at a time of panic. 
Thus, for example, the deposits of the London bankers, 
which, in ordinary times, average about 3,000,OOOZ., con- 
tinued to rise during the commercial pressure, and amounted 
on the 12th November to 5,458,000?. The bill-brokers 
were compelled to resort to that establishment for assistance ; 
and that to so great au extent, that the principal house went 
to the Bank to ask whether they could obtain discount to an 
indefinite amount, and actually received on one day, the day 
on which the Treasury letter was issued, no less a sum 
than 700,000?. Two discount houses failed. Speaking of 
the general discount market, the Governor of the Bank 
stated : "Discounts almost entirely ceased in London, except 
at the Bank of England." 

18. It is manifest, therefore, that in this emergency every- 
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thing depended on the Bank of England ; and it appears to 
your Committee that the proceedings of that establishment 
were not characterised by any want of foresight or of vigour. 
On the 16th July, however, before any indications of the 
coming storm were visible in any quarter, the bullion read 
11,242,000/., the reserve 6,408,000Z., the discounts and 
advances 7,632,000Z. ; and the Directors reduced the rate of 
interest from 6 to 5^ per cent. On the 8th October, after 
the receipt of the American intelligence above referred to, 
the bullion was 9,751,000/., the reserve 4,931,000/., the 
discounts and advances 11,648,000/., and the rate of interest 
was raised again to 6 per cent. Four days afterwards the 
rate was raised to 7. 

The causes of this step are thus stated by the Governor : 
— " Then four days afterwards there was another change ? — 
Yes, on the 12th. After having raised the rate to 6 per 
cent., we thought it necessary to give a guarded caution to 
our agents, showing that we began to be a little uneasy. 
The rate at Hamburg was 7f ; American discounts then 
were greatly higher. We also, about that time, were made 
aware that the East India Company would want 1,000,000/. 
specie for shipment. The gold was then being taken for 
New York ; we consequently raised the rate of interest, 
under those circumstances, to 7 per cent." 

" The bullion which was wanted for the East, being silver, 
was to be purchased by the export of gold ; that gold to be 
exchanged for silver upon the continent of Europe, which 
silver was to be sent to the East ? — ^That was the effect of 
it ; the exports to India were very large each month ; but as 
they were in silver, of course that silver had to be purchased 
on the Continent, or imported from America." 

" I think it was about the 12th of October that you were 
first apprehensive about the Western Bank of Scotland ? — 
Yes ; we had no direct application at that time, but there 
were rumours, and we had intimations which made us 
aware that they were in difficulties." 

19. On the 19th October, the news from America continu- 
ing still more unfavourable, there were numerous failures in 
this country. The bullion had gone down to 8,991,000/., and 
the reserve to 4,115,000/., and the rate of interest was raised 
to 8 per cent. At this time the Bank of France, which in 
one week had lost a million sterling, raised the rate to 7| ; 
Hamburg, to 9. 300,000/. in gold had left Liverpool for 
America. 

20. At this juncture negotiations took place for sustaining 
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ihe Borough Bank of Liverpool and the Western Bank of 
Scotland, which eventually failed, under the circumstances 
related by the Governor of the Bank. 

21. There was great uneasiness out of doors (i. e. in Lon- 
don), and the Bank had an application from the principal 
discount house for an assurance that, if it was necessary ,_ the 
bank of England would give them any loans they might 
require. That application was made on the 28 th October. 
There were also inquiries for assistance from other Scotch 
banks ; and on the 30th October there was an express for 
50,000 sovereigns for a bank in Scotland, part of 170,000Z. ; 
and 80,000Z. for Ireland. The first shipment of silver by the 
East India Company then took place. Under these circum- 
stances, the rate of discount was raised on November 5th to 
9. per cent. 

22. Between the 5th November and the 9th, an English 
bank received assistance from the Bank of England; the 
failure of Dennistoun's house for acceptances due upon 
nearly two millions occurred, and the Western Bank failed 
on the 9th. Failures in London were on the increase. At 
this time (as was natural) the purchases and sales of stock in 
the Funds were enormous. The transfers were much beyond 
what they had ever been before. The bullion had sunk to 
7,719,000/., and the reserve to 2,834,000/. On the 9th the 
rate was raised to 10 per cent. 

23. On the 10th November, a leading discount house 
applied to the Bank of England for 400,000/. The Bank of 
France raised its rate to 8, 9, and 10 per cent, for the three 
different months. There was another English bank assisted. 
The City of Glasgow Bank suspended payment. The dis- 
counts for that day at the Bank of England rose to 
1,126,000/. The demand for Ireland was recommencing, 
and on the 10th and 11th alone the gold sent to Scotland was 
upwards of 1,000,000/. On the 11th, Sanderson & Co., 
the large bill-brokers, stopped payment ; their deposits were 
supposed to be 3,500,000/. There was also an additional 
supply of gold required for the banks in Scotland. On the 
12th the discounts at the Bank exceeded 2,000,000/. The 
following figures sufficiently exhibit the result of the fore- 
going operations, viz. : — 

Bullion. Reserve. Discounts and 

Advances. 
£ m. £ m. £ m. 

JO ... . 7,411 2,420 14,803 

11 . . . . 6,666 1,462 15,947 

12 . . . . 6,524 581 18,044 
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24. The Government letter was issued on the 1 2th of 
November, and was in the following terms : — 

"Downing Street, 12th November, 1857. 

" Gentlemen, 

" Her Majesty's Government have observed with great 
concern the serious consequences which have ensued from 
the recent failure of certain joint-stock banks in England 
and Scotland, as well as of certain large mercantile firms 
chiefly connected with the American trade. The discredit 
and distrust which have resulted from these events, and 
the withdrawal of a large amount of the paper circulation 
authorised by the existing Bank Acts, appear to Her Majesty's 
Government to render it necessary for them to inform the 
Directors of the Bank of England, that if they should be 
unable in the present emergency to meet the demands for 
discounts and advances upon approved securities without 
exceeding the limits of their circulation prescribed by the 
Act of 1844, the Government will be prepared to propose to 
Parliament, upon its meeting, a Bill of Indemnity for any 
excess so issued. 

" In order to prevent this temporary relaxation of the 
law being extended beyond the actual necessities of the 
occasion, Her Majesty's Government are of opinion that the 
Bank terms of discount should not be reduced below their 
present rate. 

" Her Majesty's Government reserve for future con- 
sideration the appropriation of any profits which may arise 
upon issues in excess of the statutory amount. 

" Her Majesty's Government are fully impressed with the 
importance of maintaining the letter of the law, even in a 
time of considerable mercantile difficulty ; but they believe 
that, for the removal of apprehensions which have checked 
the course of monetary transactions, such a measure as is 
now contemplated has become necessary, and they rely upon 
the discretion and prudence of the Directors for confining 
its operation within the strict limits of the exigencies of the 
case. " We have, &c., 

(Signed) " Palmerston. 
" G. C. Lewis. 

" To the Governor and Deputy-Governor of 
the Bank of England." 



'^o^ 



25. Whatever eflfect this letter may have had in other ways 
in calming the public mind, and so tending to mitigate the 
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severity of the pressure, it did not immediately diminish the 
demand for discounts and advances. This continued to 
increase until 21st November, on which day the Bank had 
advanced in discounts 21,600,000/., a sum exceeding the 
whole amount of their deposits, both public and private ; a 
sum nearly three-fold the amount of their advances in July, 
when the rate was reduced to 5^ per cent., and more than 
double what they had advanced on the 27th October, when 
the first bank failed. Half of these loans were made to the 
bill-brokers, and were partly made upon securities which, 
under other circumstances, the Bank would have been un- 
willing to accept. They were made for the purpose of sus- 
taining commercial credit in a period of extreme pressure, 

26. The letter was issued on the 12th November, but 
whilst in 1847 it was not found necessary for the Bank Direc- 
tors to avail themselves of the permission so given them to 
exceed the limits imposed by law, that necessity in this in- 
stance actually arose. An issue to the extent of 2,000,000/. 
beyond the legal issue was made to the banking department. 
The following account shows the sums actually issued from 
the Bank to the public : — 

An Account showing the Extent to which the Bank of 
England availed itself of its Power, under the Autho- 
rity of Government, to issue Notes to the Public 
beyond the Limit allowed by the Act of 1844. 

Notes Issued to the Public on Securities, beyond the Statutory 
Limit of 14,475,000/. 



1857, November 13 








J186.000 


14-15 








622,000 


16 








860,000 


17 








836,000 


18 








852,000 


19 








896,000 


20 








928,000 


21-22 








617,000 


23 








397,000 


24 








317,000 


25 








81,000 


26 








243,000 


27 








342,000 


28-29 








184,000 


30 








15,000 


Average of 


18 da 


ys, 4 


38,83( 


3Z. 



27. The causes which, in the judgment of the Bank 
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Directors, immediately led to this result, are thus stated by 
them in their correspondence with the Treasury, laid before 
Parliament in December last : — 

" On the 5th November the reserve was 2,944,000/,, the 
bullion in the issue department 7,919,000/!., and the deposits 
17,265,000/. The rate of discount was advanced to 9 per 
cent., and on the 9th November to 10 per cent. 

" The continental drain for gold had ceased, the American 
demand had become unimportant, and there was at that time 
little apprehension that the Bank issues would be inadequate 
to meet the necessities of commerce within the legalised 
sphere of their circulation, 

" Upon this state of things, however, supervened the 
failure of the Western Bank of Scotland and the City of 
Glasgow Bank, and a renewed discredit in Ireland, causing 
an increased action upon the English circulation, by the 
abstraction in four weeks of upwards of two millions of gold, 
to supply the wants of Scotland and Ireland ; of which 
amounts more than one million was sent to Scotland, and 
280,000/. to Ireland, between the 5th and 12th November. 

" This drain was in its nature sudden and irresistible, and 
acted necessarily In diminution of the reserve, which on 
the nth had decreased to 1,462,000/., and the bullion to 
6,666,000/. 

" The public became alarmed ; large deposits accumulated 
in the Bank of England ; money-dealers having vast sums 
lent to them upon call, were themselves obliged to resort to 
the Bank of England for increased supplies ; and for some 
days nearly the whole of the requirements of commerce were 
thrown on the Bank. Thus, on the 12th, it discounted and 
advanced to the amount of 2,373,000/., which still left a 
reserve at night of 581,000/. 

" Such was the state of the Bank of England accounts on 
the 12th, the day of the publication of the letter from the 
Treasury. The demand for discounts and advances continued 
to increase till the 21st, when they reached their maximum 
of 21,616,000/. 

" The public have also required a much larger quantity of 
notes than usual at this season, the amount in their hands 
having risen on the 21st to 21,554,000/." 

28. The Treasury letter was the subject of discussion in 
the House, and an Act of Indemnity having passed, your 
Committee do not feel called upon to say more than that the 
evidence appears to them to show that the discretion of the 
Government was properly exercised. 
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29. Your Committee will now state to the House the 
fieneral outline of commercial disaster, as it occurred in the 
United Kingdom. 

30. The first occurrence in this country which caused 
alarm was the failure of the house of Macdonald & Co. of 
Glasgow and London, which took place in October, and 
was accompanied by the failures of Monteith & Co. and 
Wallace & Co. of Glasgow, The house of Macdonald em- 
ployed a great many workpeople in sewing muslin goods for 
the home trade and for the American market, and this they 
carried on to a very large extent. They had been in fair 
credit till very nearly the time of their failure ; but shortly 
before that period they are described as having given out that 
they had changed their mode of doing business for the pur- 
pose of embracing a wider field. This, however, is repre- 
sented as having been a deception, intended to cover a system 
to which they had recourse, of drawing fictitious bills, and 
to give to these bills the appearance of genuine business 
transactions. From the records of the public tribunals, it 
appears that a very considerable number of persons (one of 
the partners is said to have admitted as many as seventy-five) 
in London and other places were employed by this firm, for 
a small commission, to put their names to fictitious bills, 
which were then discounted, a large proportion of them in 
Glasgow ; and when the house of Macdonald failed it was 
found to be indebted to the Western Bank 422,000/. 

31. The house of Monteith & Co. was indebted to the 
same bank 537,0007. ; that of Wallace & Co. 227,000Z. 

32. The house of Messrs. Dennistoun & Co. stopped 
payment on November 7 ; it is expected to pay its liabilities 
in full, and its members bear the highest character. But it 
can occasion no surprise that, on the occurrence of such a 
crisis as that which took place in America last year, a house, 
with debts owing to it from that country of nearly two mil- 
lions, losing at the same time 300,000/. by the failure of the 
Borough Bank of Liverpool, of which the partners were 
shareholders, should, at a juncture when general alarm pre- 
vailed, have been obliged to suspend its payments. * 

33. During the month of October there was a very great 
gloom in Glasgow, occasioned by the commercial panic in 
America, Glasgow being very intimately connected in trade 
with America, with New York particularly. 

This section states that the " Western Bank closed on the 
9th November, at two o'clock." " The City of Glasgow Bank 
did not open on Wednesday, the 11th." Great excitement 
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prevailed, and " Troops were sent for by the authorities, 
who were afraid of some disturbance." 

*'In accordance with the provisions of the Act of 1845, 
the banks held a considerable quantity of gold, but they 
were under the necessity of having more gold from London." 
" Had it (the arrival of the gold) any effect in regard to the 
panic ? " — Mr. Robertson, the manager of the Union Bank, 
replies, "I should think it must have had an effect; the 
people saw there was gold there to pay them if they wanted 
it ; but by the Thursday morning the panic was entirely 
allayed; it entirely ceased on the "Wednesday afternoon, 
about two o'clock; at half-past two, I do not think there 
were half a dozen people in our establishment." 

" Had the notes of the Western Bank begun to be taken 
in the course of the Wednesday ? — Yes." 

" And at two o'clock on the Wednesday afternoon you 
consider that the panic had come to an end ? — Quite." 

" And on the Thursday the Government letter was issued ? 
— Yes, I believe so." 

34. It has been observed that the panic in Glasgow had 
ceased before the Treasury letter was issued, and that the 
demand at the Bank of England for advances and discounts 
did not cease with the publication of that letter ; after which 
date it cannot of course be attributed to any fear that there 
was a limit to the quantity of bank notes. On the contrary, 
we have seen that the advances by discount kept rising 
continually, and though the rate of 10 per cent, was still 
maintained, they rose from 15,900,000^., at which they stood 
on the day preceding the issue of that letter, to 21,600,000/. 
on the 21st of November. It is obvious, therefore, that the 
principal causes of the commercial crisis of 1857 must be 
sought elsewhere. That calamity cannot be attributed 
exclusively or chiefly to panic occasioned by the operation of 
the Act of 1844. Since, too, the difficulties here experienced 
took their origin from America, where no such law is in 
force, and that crisis was felt in still greater severity than 
here by countries in the North of Europe, whose currency 
is regulated by laws widely different from ours, it remains 
for your Committee to inquire whether any cause or causes, 
common to all those countries, and sufficient to account for 
the occurrence of commercial disasters in them all respec- 
tively, have been disclosed by the evidence. 

35. For a general review of the failures which occurred 
in England, your Committee have been indebted to Mr. 
Coleman, and to Mr. Ball, of the firm of Messrs. Quilter and 

E E 
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Ball, both eminent accountants in London. These gen- 
tlemen do not profess to have studied abstruse questions of 
currency ; they do not represent themselves as particularly 
conversant with the operation of the Act of 1844. They, 
however, assign what appears to your Committee an adequate 
cause for the recent commercial crisis. Availing themselves 
of their experience in 1847, the affairs of which have now 
been finally closed, to illustrate the transactions of 1857, 
which still appear in estimate, and are therefore liable to 
correction, they ascribe the calamities of both periods to the 
same principal cause, viz., the great abuse of credit, and 
consequent over-trading. They notice also this difference 
between the two periods : many of the houses which fell in 
1847, they say, had once been wealthy, but had long ceased 
to be so. Those of 1857 had, with few exceptions, never 
possessed adequate capital, but carried on extensive transac- 
tions by fictitious credit. 

Mr. Coleman adduces an instance of a firm, originally 
wealthy, having failed and paid ultimately a dividend of only 
9d. in the pound ; and he says, that the estates which came 
under his notice as insolvent in 1847 paid generally very 
small dividends, not averaging more than 4s. 

36. Another example of the same period is described by 
Mr. Ball as follows: — It was that of a house which failed 
in 1847 ; they were engaged very largely as merchants in 
this country, and they were a house of very old standing. 
After an interval of ten years this house has, within the last 
few months, paid a final dividend, making a total of 1*. lOd. 
in the pound. 

Mr. Ball is asked : — 

" Looking back to the experience of the year 1847, were 
the dividends that were paid by the insolvent houses gene- 
rally very small ? — The average dividend would be small, 
as far as I recollect. Here and there there would be a house 
which would pay in full, or would pay a very large dividend ; 
but the general result was, that a small dividend upon the 
whole was received by the creditors." 

" Looking back now, with your experience, to the results 
of 1847, is it your opinion that if the law had afforded greater 
facilities for obtaining credit at that time for the purpose of 
sustaining these houses longer, the result would have been 
more advantageous to the houses themselves, or to the com- 
munity at large ?— Knowing what I do of the internal state 
of those houses when they did stop, I should say that had 
they been able to obtain further credit for a continued period 
of time, it would only have had a temporary effect upon their 
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position, and that most of them (of course I have a reserve 
of some good cases in my mind), from their internal condi- 
tion being worn out, and from the want of real capital in 
their concerns, must have failed ultimately, and the longer 
the assistance was continued simply upon their credit, the 
greater the ultimate loss would be." 

" Such is your view of the failures that took place in 
1847, speaking generally? — That is my view." 

37. Your Committee have thought it not irrelevant to 
place on record these instances, which it was not in the power 
of their predecessors in 1848 to give, because they furnish 
an instructive example how readily misfortunes are at the 
time attributed by the sufferers, and others sympathising 
with them, to the operation of statutory enactments — which 
misfortunes, upon a full review of all the circumstances 
attending them, it is obvious that no wisdom of the Legisla- 
ture, no regulation of the currency, could have prevented, 

38. Your Committee have before them the particulars of 
thirty houses which failed in 1857. The aggregate liability 
of these houses is 9,080,000/. ; of this sum the liabilities 
which other parties oughtto provide foramount to 5,215,000Z., 
and the estimated assets 2,317,000/. Besides the failures 
which arose from the suspension of American remittances, 
another class of failures is disclosed. The nature of these 
transactions was the system of open credits which were 
granted ; that is, by granting to persons abroad liberty to 
draw upon the house in England to such extent as had been 
agreed upon between them ; those drafts were then nego- 
tiated upon the foreign exchanges, and found their way to 
England, with the understanding that they were to be pro- 
vided for at maturity. They were principally provided for, 
not by staple commodities, but by other bills that were sent 
to take them up. There was no real basis to the transaction, 
but the whole affair was a means of raising a temporary 
command of capital for the convenience of the individuals 
concerned, merely a bare commission hanging upon it. A 
banker's commission was all that the houses in England got 
upon those transactions, with the exception of receiving the 
consignments, probably of goods, from certain parties, which 
brouo-ht them a merchant's commission upon them ; but they 
formed a very small amount in comparison with the amount 
of credits which were granted. One house at the time of its 
suspension was under obligations to the world to the extent 
of about 900,000?. ; its capital at the last time of taking stock 
was under 10,000/. Its business was chiefly the granting of 

£ E 2 
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open credits, i.e., the house permitted itself to be drawn 
upon by foreign houses without any remittance previously 
or contemporaneously made, but with an engagement that it 
should be made before the acceptance arrived at maturity. 
In these cases the inducement to give the acceptance is a 
commission, varying from -^ to 1^ per cent. The accept- 
ances are rendered available by being discounted, as will 
appear hereafter, when the affairs of the banks which failed 
come under our notice. 

39. The obvious effect of such a system is first unduly to 
enhance, and then, whilst it continues, to sustain, the price of 
commodities. In 1857, that fall of prices which, according 
to Mr. Neave, far-seeing people had anticipated, actually 
occurred. Tables have been put in, by more than one of the 
witnesses, exhibiting an average fall of 20 or 30 per cent., 
in many instances much more, upon the comparison of July 
1857, with January 1858. It needs no argument to prove 
what effect such a fall must have upon houses which had 
accepted bills, on the security of produce consigned, to the 
extent of one hundred times the amount of their own capital. 
The witness says : — 

" In the case which you are now describing to the Commit- 
tee, these transactions had gone on to the extent of 900,000/. 
The real guarantee was partly produce and partly bills of 
exchange ; to whatever extent that produce was depreciated, 
of course the liability of the firm to failure would arise, and 
the capital of that firm to meet such depreciation of produce 
was about one hundreth part of the whole of their liabili- 
ties ? — That is so." 

" Do you consider that case to be a fair illustration of the 
recent commercial disasters which have occurred ? — I think 
it Is ; though I should mention that in some cases the propor- 
tion of capital possessed was larger than that which I have 
mentioned." 

" In some cases also perhaps it might be smaller? — In some 
considerably smaller. In some cases I have known houses 
come under very large obligations who had really no capital 
at all." 

40. This practice appears to have grown up of late, and 
to be principally connected with the trade of Sweden, 
Denmark, and other countries in the north of Europe. One 
house at Newcastle is described as conducting, before 1854 
a regular trade in the Baltic. They were not great people, 
but were respectable people, and were doing a moderately 
profitable trade. They unfortunately .entered upon this 
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system of granting credits ; and in the course of three years 
the following result ensued — viz., in 1854 their capital was 
between 2,000^. and 3,000/. ; in 1857 they failed for 100,000/., 
with the prospect of paying about 2s. in the pound. 

41. For other instances of this abuse of credit your Com- 
mittee refer to the evidence, concurring entirely in the 
opinions expressed by the witnesses, that the great abuse 
of credit is a feature common to the two years 1 847 and 
1857, and has been, in their judgment, the principal cause 
of the failures that took place in those years. 

Mr. Coleman says: — 

" Speaking generally with regard to 1847 of which your 
experience is now complete, are you prepared to say that 
the failures which occurred in that year were owing to any 
imperfection of the law, -by which the facilities for obtaining 
credit were unduly curtailed? — No." 

"With regard to the year 1857, what would your answer 
be to the same question? — That every house which 
applied and deserved assistance received it." 

"From whence? — From the Bank of England, as far 
as I know ; and more, that in the case of two houses which 
came under my personal control, I applied to know whether 
they could have assistance, and the answer was, yes; Gua- 
rantees were obtained to the amount required for one house ; 
but I found that I could not advise their being used. The 
applications, when made by me, were immediately responded 
to by the Bank of England." 

" The alteration of your opinion, I suppose, arose from 
the fact of further investigation into the state of solvency 
of the concern? — And the continued bad intelligence 
from the north of Europe with regard to failures." 

" The failures of their correspondents ia the north of 
Europe also being communicated? — Yes." 

42. The commercial crisis was very little felt in Ireland 
until the failure of some of the banks in England and 
Scotland. The trade of Ireland, with the exception of that 
of Belfast, being little connected with the United States, 
did not feel directly the effect of the failures there ; but 
when failures began to take place at home, there was an 
internal pressure consequent upon them, which, about the 
early part of the month of November, manifested itself 
severely in a demand for gold by depositors and holders 
of notes, and there was a run on the savings' banks. The 
Bank of Ireland advanced to the banks in Ireland requiring 
gold to the extent of about 250,000/. ; and they were 
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obliged to draw from the Bank of England from 1,000,000?. 
to 1,200,000^. besides. Belfast has a large trade with the 
United States, as well as a constant intercourse with Scot- 
land ; but there was no alarm until the time of the Scotch 
bank failures. There was then what had never been known 
before in Belfast since the institution of the joint-stock 
banks — a considerable run for gold in exchange for their 
notes. But the amount of gold which they held under the 
Act of 1845 was a source of strength. The banks appear 
to be well constituted, and no serious results ensued. 

43. In London no bank failed. In Liverpool the Borough 
Bank, in Glasgow the Western Bank of Scotland, in New- 
castle the Northumberland and Durham District Bank, 
failed in the months of October and November last. The 
City of Glasgow and Wolverhampton Banks suspended pay- 
ment, but have since resumed. 

44. Your Committee have examined Mr. Joshua Dixon, 
who, in August 1857, first assumed the post of managing 
director of the Borough Bank ; Mr. Fleming, who has 
been, since July 1857, assistant manager, manager or liqui- 
dator, of the Western Bank of Scotland ; and Mr. Kirkman 
Hodgson, a member of the House, and Director of the Bank 
of England, who, being well acquainted with the trade of 
Newcastle, went to that town in November for the purpose 
of ascertaining how far it was right that the Bank of England 
should give assistance to the Northumberland Bank. 

45. The state of these three banks at the time of their 
failure may be collected from the following summary, viz. : — 

It may be sufficient to state from this section of the 
Eeport, respecting the Borough Bank : — 

" In 1847 the Borough Bank was under the necessity of 
obtaining assistance from the Bank of England. When the 
commercial crisis showed itself, from the unsound position 
of the bank, it was in imminent danger, and application was 
made to the Bank of England for assistance between the 
20th and the 23rd of October. The position, in general 
terms, of the bank was, that its assets were all locked up 
and unavailable, and that some 600,000/. or 700,000Z. of 
its assets or claims on its debtors, which had until a short 
time previously been considered good, could not be relied 
upon, even for ultimate realisation. About 3,500,000/, 
bills were at that time in London under the indorsement 
of the Borough Bank of Liverpool, of which from 700,000Z. 
to 1,000,OOOZ. had no negotiable validity at all, except the 
indorsement of the Borough Bank of Liverpool." 
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46. After stating that a run had taken place on the Borough 
Bank in Liverpool on the 27th October, and the doors of the 
bank were closed, this section of the Report proceeds : " The 
dividend of this bank, which had previously been 7 per 
cent., had at the last meeting, held on 10th July, 1857, been 
reduced to 5; and a sum of 165,000^. was, on the face of 
the Report, acknowledged to have been lost. The total loss, 
so far as the witness could estimate it, amounted to 940,000Z., 
being the total capital of the bank. It is ascribed, not to 
advances improperly made to favoured persons, but to want 
of discretion in the management." 

47. The "Western Bank of Scotland was founded in 1832. 
In 1834 it was already in difficulties, and their correspond- 
ents in London dishonoured their bills. They applied to the 
other banks for assistance, and received it, upon certain con- 
ditions. In 1847 the Western Bank was again in difficul- 
ties, and was assisted by the Bank of England, receiving an 
advance of 3OO,00OZ. When it failed on 9th November, 
1857, it appeared that. the four insolvent houses of Macdo- 
nald, Monteith, Wallace, and Pattison were indebted to it in 
the sum of l,603,OOOZ., the whole capital of the bank being 
only 1,500,000Z. One of the conditions of the co-partnery 
was, " That if it shall at any time appear, on balancing the 
company's books, that a sum equal to 25l. per centum on the 
advanced capital stock of the company has been lost in 
prosecution of the business of the company, such loss shall, 
ipso Jacto, and without the necessity of any further proce- 
dure, dissolve and put an end to the company." 

48. Mr. Fleming became assistant manager in July 1857, 
and at once examined the affairs. He estimated that, even 
supposing the debts of these four houses (which had not yet 
become insolvent) were assumed to be good, there appeared 
on the face of the books as good assets 573,000/. of bad 
debts; and deducting the rest and guarantee fund, which then 
amounted to 246,000/., there remained an apparent deficiency 
or encroachment on the capital of the bank of 327,000L 
This of itself nearly approached the limit which dissolved the 
partnership, and put an end to the existence of the board ; 
and of this state of affiiirs Mr. Fleming believes that up 
to that time the Directors were in a state of almost entire 
ignorance. From a confidential paper, haying marks upon 
it in the handwriting of the then manager, it appears that a 
sum of 260,000/. was reported to him as irrecoverable on 
one branch of the assets, which nevertheless appeared as 
good assets in the published balance sheet. The dividend 
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was raised in 1854 from 7 to 8 per cent., and in 1856 to 9. 
Nine per cent, was the dividend declared in June 1857, 
at which date a very slight acquaintance with the books must 
have led to the strongest suspicion, not to say to_ the clear 
conviction, that for some time a considerable portion of the 
capital had been lost. 

49. This bank had 101 branches throughout Scotland. 
It had connexions in America, who were allowed to draw 
upon it for the mere sake of the commission. At home, it 
made advances upon " indents," or, in other words, provided 
the manufacturer with the capital with which yet unmade 
cloth was thereafter to be produced. Its discounts, which 
in 1853 were 14,987,000/., had been increased in 1857 (till 
9th November) to 20,691,000?. With what care this busi- 
ness was conducted may appear from the circumstance that 
Macdonald's bills were accepted by 124 different parties: 
that only 37 had been inquired about, and in the case of 
2 1 the reports received from the correspondents of the bank 
were unsatisfactory or positively bad. Yet the credit given 
to Macdonald continued undiminished. The rediscounts of 
the bank in London, which in 1852 had been 407,OOOL, rose 
in 1856 to 5,407,000?. The exchanges of notes in Edin- 
burgh have been always against the Western Bank, and, for 
an average of the last six years, to an extent of not less than 
3,000,000?. a year. This circumstance is accounted for by 
Mr. Fleming chiefly by reference to the nature of the trans- 
actions with Macdonald's and other houses in accommodation 
bills; 988,000?. were due to the bank from its own share- 
holders. 

50. About the end of October the Northumberland and 
Durham Bank applied for assistance to the Bank of England. 
It was declined, as they could not give any satisfactory 
explanation of their real position. They applied a second 
time, and this section relates the steps taken by the Bank 
of England ; and that, upon consideration of all the circum- 
stances, they judged it expedient to make such temporary 
advances as the emergency required, to prevent the con- 
fusion that might arise from workmen not receiving their 
wages. 

" This Bank had derived assistance from the Bank of 
England in the former crisis of 1847. Almost exactly the 
same circumstances arose then which arose in 1857, and 
almost from the same cause." 

" The whole of the advance made in 1847 was repaid to 
the Bank of England, was it not ? — Yes." 
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The Derwent Iron Company was Intimately connected 
with this bank, and "the total liability for which the 
Derwent Iron Company is indebted to the bank is about 
947,000Z., very nearly 1,000,000?." 

" It appears that the concern (the Derwent Iron Com- 
pany) has been worked extremely badly ; that it has never 
made any profits at all, even in the very finest years for 
the ironmasters, and it has gone on absorbing the money of 
the bank, unchecked by the Directors." 

" The assets, which were estimated in November at 
2,500,000?., had fallen in January to 2,000,000/. ; and there 
was one peculiarity, which was, that while the debt of the 
Derwent Iron Company was taken as an asset in November 
at 750,000?., in January it was taken as an asset at 
947,000?., and that is an asset of a very doubtful nature. 
The position of the bank is much worse in reality than is 
shown by the statement of the figures." 

51. This disclosure was the result of an examination 
which lasted about two hours ; yet the bank had declared, 
at the last half-yearly meeting, a dividend of 7 per cent., 
making to the shareholders a statement, the substance 
of which showed a very prosperous state of things. Mr. 
Hodgson mentions that he remarked on the fact of their 
having declared a dividend in June, when it was admitted 
that half the capital was lost, and he asked how they could 
have done so. It was stated, in reply, that there were so 
many persons who depended entirely for their livelihood on 
the dividends received, that they really could not bear to 
face them without paying any dividend. 

52. Each of these three banks had been in peril in 1847, 
and though, by the assistance of the Bank of England, 
they were enabled to surmount it, they fell, on the next 
occasion of severe commercial pressure, under circumstances 
still more injurious both to their own proprietors and to the 
public. Two bill-broking houses in London suspended 
payment in 1847 ; both afterwards resumed business. In 
1857 both suspended again. The liabilities of one house, 
in 1847, were, in round numbers, 2,683,000?., with a capital 
of 180,000?. ; the liabilities of the same house, in 1 857, were 
5,300,000?., the capital much smaller, probably not more 
than one-fourth of what it was in 1847. The liabilities of 
the other firm were between 3,000,000?. and 4,000,000?. 
at each period of stoppage, with a capital not exceeding 

45,000?. , , 

53. These five houses contributed more than any others 
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to the commercial disaster and discredit of 1857. It ia 
impossible for your Committee to attribute the failure of 
such establishments to any other cause than to their own 
inherent unsoundness, the natural, the inevitable result of 
their own misconduct. 

54. Thus we have traced a system under which extensive 
fictitious credits have been created by means of accommo- 
dation bills and open credits, great facilities for which have 
been afforded by the practice of joint-stock country banks 
^liscounting such bills, and rediscounting them with the 
bill-brokers in the London market, upon the credit of the 
bank alone, without reference to the quality of the bills 
otherwise. The rediscounter relies on the belief that if 
the bank suspend, and the bills are not met at maturity, he 
will obtain from the Bank of England such immediate 
assistance as will save him from the consequences. Thus Mr. 
Dixon states, " In incidental conversation about the whole 
affair, one of the bill-brokers made the remark, that if it 
had not been for Sir Robert Peel's Act, the Borough Bank 
need not have suspended. In reply to that, I said that 
whatever might be the merits of Sir Robert Peel's Act, for 
my own part, I would not have been willing to lift a finger 
to assist the Borough Bank through its difficulties, if the so 
doing had involved the continuance of such a wretched 
system of business as had been practised ; and I said ' If I 
had only known half as much of the proceedings of the 
Borough Bank while I was a Director ' (referring to the 
time previous to the 1st of August, when I became a ma- 
naging Director), * as you must have known, by seeing a 
great many of the bills of the Borough Bank discounted, 
you would never have caught me being a shareholder.' The 
rejoinder to which was, ' Nor would you have caught me 
being a shareholder ; it was very well for me to discount 
the bills, but I would not have been a shareholder either.' " 

55. It will be instructive now to turn to the North of 
Europe, to survey the condition of countries where, as in 
Hamburg, the currency is exclusively metallic, and to 
compare the state of things there with that which existed 
here under the laws which regulate the currency in this 
kingdom. 

56. In Hamburg, on the 23rd of November, commercial 
confidence is stated to have been entirely at an end ; so that 
only the bills of three or four of the first houses were 
negotiable at the highest rate of discount. .In the first 
instance, some of the leading houses and the banks origi- 
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nated a plan for relief, viz., the subscription of about 
1,000,000/., and the appointment of a committee to give, 
by indorsement, the credit of this fund to the current bills. 
At first it seemed that confidence was much restored ; but 
in two days this hope vanished ; and on the 25th the aspect 
of affairs was again very gloomy. On the 27 th a meeting 
of the Biirgerschaft was held, and a new arrangement was 
proposed by the Senate for the issue of Government bonds, 
on the deposit of goods, funds, and shares, to the amount 
of 1,125,000/. On the following day the feeling of the 
Exchange was better, in consequence of this Government 
measure, and of the arrival of considerable quantities of 
silver. Yet, on the 1st of December our Consul writes, 
" The embarrassments of the mercantile community here 
still continue undiminished ;" and on the 3rd, " There is no 
deficiency of silver in the Hamburg Bank ; indeed, the 
amount in the cellars of the bank is now much larger tban 
it has been at any former period ; but a total want of con- 
fidence prevents its holders from parting with it." The 
Government bonds could not be discounted. A loan was 
ultimately obtained from Vienna ; but even the arrival of 
the amount in specie failed to produce the desired effect, 
until the Senate reluctantly proposed that it should be 
intrusted to a secret committee, to be by them lent out on 
good security. On December 12, so soon as it was known 
that, by the aid of the Government, the leading houses would 
fulfil their engagements, the panic ceased. Money at once 
became abundant, and in about a fortnight the rate of 
discount for the best bills fell to 2 and 3 per cent. 

57. The information on this subject, relating to the dif- 
ferent countries in the North of Europe, which will be 
found in the Appendix, is most instructive. It shows the 
severity of the disaster there sustained, and also that the 
real origin of it was the undue expansion of commercial 
credit ; and it confirms the proof that no system of currency 
can secure a commercial community against the consequences 
of its own improvidence. 

58. In this place it may be convenient to notice two 
points on which considerable misapprehension appears to 
have prevailed. It is contended by some persons that the 
separation of the issue department by a local change, 
removing the office from the Bank premises, would have 
the beneficial effect of convincing the community that the 
law now regulates the issue of notes, and leaves to the 
discretion of the Bank Directors the purely banking business 
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only. But strong evidence is given by the Bank Directors 
that much practical inconvenience vFould result from such 
a change ; and your Committee think that repeated dis- 
cussion and increasing knowledge will satisfy the public of 
a fact so obvious as this, viz., that without the interposition 
of the Executive Government, the Directors of the Bank 
of England have no power whatever to exceed in their 
issues the limit imposed by law. The duties which the 
Bank discharges in this respect are purely ministerial, un- 
accompanied by any discretionary power. Whoever dis- 
charged these duties, it would be equally subservient to 
the general convenience of the public, that the place of issue 
should be in the immediate neighbourhood of the place 
where the banking department is situate. Able papers by 
Lord Monteagle and by Mr. Arbuthnot, on the subject of a 
State Bank, will be found in the Appendix. 

59. Another misconception has often perplexed those 
who have reasoned about the currency — that of supposing 
that by Act of Parliament the price of gold is fixed. If it 
had so happened that our sovereign, instead of being nearly 
equal to a quarter of an ounce troy of gold of standard fine- 
ness, had been exactly equal to that weight, it would pro- 
bably have been obvious to all that the word " sovereign " 
simply meant a quarter of an ounce of standard gold, with 
the Queen's head stamped upon it by the Mint ; and the 
price of gold, as it is called, being thus exactly 41. an ounce, 
anybody would have comprehended that the one was equi- 
valent to the other. The use of the silver and copper coins 
as representatives or tokens of fractional parts of that gold, 
would probably have been intelligible, and this troublesome 
confusion would not have arisen. This topic has not much 
presented itself in the course of the present inquiry. But 
it is desirable that all persons who take an interest in this 
subject should understand how simple is the duty discharged 
by the Executive Government in relation to that money, 
viz., gold money, which alone is the standard of value in 
this country, so far as the transactions of our extended 
commerce are concerned. At the Mint a piece of standard 
gold, weighing 5 dwts. 3-274 grains troy, is verified by a 
stamp, and being then called a sovereign, is returned to its 
owner, and in this process no seignorage is charged. At 
the Bank five times the same quantity is received into the 
coffers for custody, and in return a paper, called a 51. note, 
is given to the owner of the gold. He is entitled, at his 
pleasure, to return the note, and demand for it sovereigns 
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which contain an equal quantity of bullion. Upon every 
ounce of gold that thus passes in and out of the Bank an 
allowance, for the double transaction, of about '770,465 grain 
troy weight of gold, or, as it is expressed in our copper 
tokens, l^d., is retained by the Bank. This allowance is 
an equivalent for the loss of interest which it is computed 
the owner of the bullion saves by the transaction, inasmuch 
as he saves, by receiving notes from the Bank, the loss of 
time, and therefore of interest, which he would have in- 
curred if he had taken his gold to the Mint to be coined 
into sovereigns. This allowance yields an annual profit, 
which is taken into account in the arrangements between 
the Bank and the Government. Your Committee have 
not entered into the question whether any charge should 
be made by the Mint for coinage. So intelligible and so 
simple is the relation between the Government and the 
issue of money — so entirely is the Bank of England ex- 
cluded by statute from the exercise of any discretion what- 
ever in this respect. 

60. For the opinions of the most eminent writers on the 
subject of the currency, your Committee refer to the Evi- 
dence taken in 1857. It is interesting in the highest degree 
to all who make the scientific study of the itiost abstruse 
questions of political economy their pursuit. But a review 
of that Evidence would appear necessarily to involve sub- 
jects of controversy on which your Committee would not be 
able to arrive at any conclusion without much difference of 
opinion, and they are therefore desirous of excluding these 
subjects from their Keport. That the public welfare in times 
of commercial disaster requires the maintenance of an ade- 
quate supply of bullion at the Bank, is the opinion of Mr. 
Tooke, Mr. Newmarch, and Mr. Mill, as well as of Lord 
Overstone, Mr. Norman, and Mr. Hubbard. That the 
supply necessarily maintained in the coffers of that esta- 
blishment, under the provisions of the Act of 1844, is greater 
than that which was ever maintained under circumstances of 
pressure in former times, is a fact beyond dispute. During 
the crisis of 1825 the bullion fell to 1,261,000Z., in 1837, 
3,831, OOOi., and in that of 1839, 2,406,000^.; while the 
lowest points to which it has fallen since 1844 have been, 
in 1847, 8,313,000^., and in 1857, 6,080,000?. That the 
opinion of the present Bank Directors is strongly in favour 
of maintaining the Act of 1844 appears in the Evidence. 
They say the assistance which they gave to the public 
would not have been ventured on by them except for the 
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Treasury letter ; nor would they have ventured to act on 
that letter if the bullion had been much lower than it was ; 
for they must then have begun to think of the convertibility 
of the note, which it would be their first duty to maintain. 
They attribute the maintenance of that amount of bullion 
to the regulations provided by the Act ; and while they 
affirm that the present Court of Directors, having had more 
experience, and having seen the gradual working of the Act 
of 1844, would probably, in their discretion, have adhered 
closely to the very regulations which the Act required of 
them ; yet, if they had not done so, but had been induced 
to issue more than the proportion which the law allowed, 
more gold would have gone out by the action of the foreign 
exchanges, and the consequences would have been that they 
would have been left with less gold as the panic came on ; 
and then, even with the permission to issue more notes, they 
would not have felt warranted in hazarding the circulation 
by doing so. They further state that, for these reasons, it 
appears that the adoption of the policy which the Act now 
in force required, placed the Bank of England in such a 
position that it was enabled at the time of severest pressure 
to afford a larger aid to the commercial public than would 
otherwise have been in their power; that the true judgment 
of the Court would act in unison with the law ; but yet it is 
not expedient to expose them to the influence of such a 
pressure as would inevitably be applied at such a time ; and 
that, upon the whole, with a view to the operations of the 
Bank, including in that category their being able to afford 
aid to the commercial public at the time of severest pres- 
sure, the Act of 1844 operated, not as a fetter, but as a 
support, decidedly. They therefore recommend that no 
relaxation should be made in the provisions of that law. 

61. In this opinion the Governor of the Bank of Ireland, 
the representatives both of the chartered and the unchar- 
tered banks of Scotland, the Chairman of the Association of 
Private Country Bankers, and Mr. Alderman Salomons, of 
the London and Westminster Bank, concur. 

62. Those who advocate what is called the theory of the 

Act of 1844, are guided by the following principles: They 

regard bank notes as being for every practical purpose, 
equally with the gold they represent, the money of the 
country — the measure of value — that which extinguishes debt 
— not as a mere form of paper credit depending on the credit 
of the issuer, and constituting only the evidence and vehicle 
for transfer of a debt which still continues. If complete 
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effect were given to their view, the result would be that for 
the whole United Kingdom there would be one descrip- 
tion of note only, issued by the State, based on bullion 
in the custody of the State. This note, so secured by bul- 
lion, would be a legal tender everywhere, except at the place 
of issue. Experience having shown that even in the times 
when the paper circulation is most contracted, the sum in 
circulation with the public at large can never fall below a 
certain amount, and cannot therefore be presented to the 
Bank for payment in gold ; they are satisfied that to this 
extent, so limited by experience, the actual deposit of bul- 
lion may safely be dispensed with, the notes in question 
resting on the security of the State. This is their justifi- 
cation for the permission accorded to the Bank of England 
to issue fourteen millions of notes without the deposit of a 
corresponding amount of bullion. They consider any addi- 
tion to the circulating medium of the country to be the act 
of the private individual who carries bullion to the Mint to 
be coined, or to the department of issue to be exchanged for 
notes ; fixing the standard of money, and verifying the con- 
formity of the pieces therewith by either of these processes 
to be the duty of the State ; the use of money, and that 
only, they regard as the province of a bank, whether of a 
private person or incorporation, or of the banking depart- 
ment of the Bank of England. 

63. These advocates of the theory, as it is called, of the 
Act of 1844, are far from contending that their theory is 
completely carried into effect by the provisions of the Act. 
The origin of that legislation is thus referred to by Lord 
Overstone : — " I had no connexion, political or social, with 
Sir Robert Peel. I never exchanged one word upon the 
subject of this Act with Sir Robert Peel in my life, neither 
directly nor indirectly. I knew nothing whatever of the 
provisions of this Act until they were laid before the public ; 
and I am happy to state that, because I believe that what 
little weight may attach to my unbiassed conviction of the 
high merits of this Act, and the service which it has ren- 
dered to the public, may be diminished by the impression 
that I have something of personal vanity in this matter. I 
have no feeling whatever of the kind. The Act is entirely, 
so far as I know, the Act of Sir Robert Peel, and the im- 
mortal gratitude of this country is due to him for the service 
rendered to it by the passing of that Act. He has never 
been properly appreciated ; but year by year the character 
of that man upon this subject will be appreciated. By the 
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Act of 1819, Sir Robert Peel placed the monetary system 
of this country upon an honest foundation, and he was ex- 
posed to great obloquy for having so done. By the Act of 
1844, he has obtained ample and efficient security that that 
honest foundation of our monetary system shall be effectually 
and permanently maintained; and no inscription can be 
written upon his statue so honourable as that he restored 
our money to its just value in 1819, and secured for us the 
means of maintaining that just value in 1844. Honour be 
to his name." 

64. But it does not appear, by a reference to the speeches 
of Sir Robert Peel, that he propounded the two measures 
of 1844 and 1845 as measures of theoretical perfection; on 
the contrary, they can only be regarded as having been 
designed to accomplish a great practical object by the least 
possible disturbance of existing interests. Thus Mr. 
Rodweil: — "Then the general result of those interviews 
was to leave upon your mind the impression that the measure 
was intended to be a great step in advance towards the 
establishment of one central issue, which was to be arrived 
at by voluntary arrangement ? — I thought that the tendency 
of the views of Sir Robert Peel was, that that would be a 
natural result ; but I thought that his view was, that whe- 
ther that consequence ensued or not, the arrangement was a 
continuing arrangement with the country bankers, in order 
that that Act might pass without any opposition on their 
part." 

65. And Sir George Clerk, the Deputy Governor of the 
Bank of Scotland, who was Secretary of the Treasury in 
Sir Robert Peel's Administration in 1844, and Vice-Pre- 
sident of the Board of Trade in 1845, and intimately 
acquainted with all that passed in reference to these mea- 
sures: — "In the debate of the 25th of April 1845, with 
reference to the IZ. note circulation. Sir Robert Peel said, 
' Whether or not the importance attached to the continuance 
of the privilege (of issuing 1/. notes) can be perfectly justi- 
fied by reason or argument, I know not. Whether there be 
not an undue value attached to them may be a fair question 
of doubt ; still, in attempting to introduce principles which 
I believe to be good, I will not attempt to shock even the 
prejudices of the people, or to run the risk of encountering 
that opposition which I knew I should have to encounter 
from Scotland almost universally. Without guaranteeing, 
therefore, the continuance of these notes, all I can say is, 
that we do not propose to prohibit them at present ; I say 
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nothing, however, as to the future. The discretion of Par- 
liament must be left unfettered in respect to them. If the 
continuance of this privilege affects no interests — if it has 
no injurious effect upon the circulation either of Scotland 
or of other parts of the empire, there is no doubt whatever 
that a future Parliament will entertain the same forbear- 
ance, and will not disturb the settled habits of business of a 
whole country, or run counter to its feelings, for the mere 
purpose of carrying out some theoretical principle.' " 

66.' Your Committee have examined the operation of those 
statutes, not with a view to ascertain whether they constitute 
the most perfect system conceivable for regulating the paper 
circulation of an empire, but rather whether their operation 
has been such as to secure the main object for which they 
were designed. The main object of the legislation in ques- 
tion was undoubtedly to secure the variation of the paper 
currency of the kingdom according to the same laws by 
which a metallic circulation would vary. No one contends 
that this object has not been attained. 

67. Mr. Eodwell says that before the Act of 1844 the 
country bankers were not all aware of the consequences of 
their issues; that, if they had been, such disasters would 
never have arisen as arose in 1825 ; and he knows the prac- 
tice to have been that it ' was considered as a part of the 
business of a country banker to get out as much of his 
issues as he could, which eventually turned back upon him- 
self when he did not expect it, and was least prepared to 
meet it. He says that before 1844 they did not so fully 
understand the laws which ought to guide a banker in 
making his advances ; but that now they look to the unem- 
ployed notes (in the Bank of England) as an infallible 
index of what it is necessary for the Bank of England to 
do, and for .the country bankers to do also. In recent times 
the increased facilities of intercourse and of banking have 
increased the rapidity with which notes find their way back 
to the banker who issues them; while the restriction of 
bank notes in England and Wales to sums not less than 51. 
excludes them in a considerable degree from the retail trans- 
actions of the country. It may be laid down, that in the 
opinion of every practical witness who is an advocate for the 
convertibility of, notes, the amount of bullion retained in the 
coffers of the Bank under the operation of the existing law 
is not greater than a due regard to prudence would require, 
even if the law were altered. It appears that the present 
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law ensures the maintenance in the coffers of the Bank of 
an adequate amount of bullion, whilst the history of past 
years proves that such an amount had not been maintained 
by the unassisted wisdom and firmness of the Bank Directors ; 
and the present Court of Directors are unanimous in desiring 
that they should continue to be fortified by the provisions of 
the present Act. 

68. No complaint against the Act of 1844 has been more 
popular, or more commonly employed out of doors, than one 
which maybe expressed in the following words: — "That 
the trade of the country has increased ; that a larger issue 
should be allowed, to supply the increased requirements of 
commerce; and that, therefore, a larger amount of notes, 
unrepresented by bullion, should be issued." This question 
is thus disposed of by Mr. Weguelin in 1857 : — 

" Do you consider that if the limit imposed by law of 
14,000,000/. were altered, for example, to 16,000,000?., it 
would, in truth, add 2,000,000/. to the active circulation ? — 
By no means." 

" Will you state what you think the effect really would 
be ?— The effect would be either that those 2,000,000/. would 
be held in the reserve of the Bank, or, in case it occurred 
that the increase took place at a time when there was an 
adverse exchange, those 2,000,000/, would be exported from 
the country, and all the other figures would remain precisely 
the same." 

" It would not add, under any circumstances, to the active 
circulation of the public? — It would not." 

" You consider that the action would be, that either it 
would be added to the reserve of the Bank, or that the bul- 
lion held by the Bank would be pro tanto diminished ? — 
That would be the action." 

" Is there, in your opinion, any sufficient inducement, on 
the ground of public interest, to make an extension beyond 
the present limit of 14,000,000/.? — I see no advantage or 
particular object to be gained by it." 

" The advantage of saving 2,000,000/. of capital would 
not, in your opinion, be equal to the mischief that might 
result from the change? — I think it would be of an insig- 
nificant character, and it would diminish the amount of 
actual reserve of bullion in the country." . 

« Would not those 2,000,000/. go out of the country at 
the first adverse exchange, and not come back ; would not 
that be the ultimate effect?— That would be the ultimate 
effect." 
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69. It has been observed before, that while, on the one 
hand, the great increase of retail transactions has caused an 
increased demand for the smaller notes, concurrently with 
the increased demand for gold, yet, on the other hand, so 
great has been the effect of increasing facilities in banking, 
that a saving of a corresponding amount has been effected in 
the larger notes. The proportions are those represented in 
the following table : — 
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70. The effect has been so great that, notwithstanding the 
great increase of trade, the whole amount of bank notes has 
actually diminished since 1844, and under the present law 
still continues gradually to decline. It must be taken, 
therefore, that in ordinary times there is no cognizable 
advantage to be obtained by the commercial interest from 
the power of increasing the amount of notes which may be 
issued without the depbsit of bullion. 

71. It is here necessary for your Committee to advert to 
the question whether the law should be left, subject only to 
that power which was contemplated by Sir Robert Peel and 
Mr. Huskisson, and was actually exercised by the two Go- 
vernments of 1847 and 1857 ; or whether, on the other hand, 
provision should be made in advance for such contingencies, 

p p 2 
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and the conditions expressly laid down on which the issue of 
an increased number of bank notes may, in the time of pres- 
sure, be allowed. 

72. Your Committee think that such a provision could 
not be regarded as any violation of the principle of the Act 
of 1844. To have introduced such an express provision 
when the law itself was first adopted by Parliament, or even 
when, as in 1848, it had only been a few years in operation, 
and was comparatively little understood, was a far more 
serious question of policy and of prudence than it can in 
fairness be regarded at the present time. Yet the inter- 
ference of Government in an extreme case must, in fact, be 
taken to have been contemplated by the framers of that Act. 
Mr. Cotton stated to the Committee of 1847-8 that this 
subject was considered when the Act was under preparation 
in 1844> and that Sir Robert Peel's opinion was thus ex- 
pressed: — "If it be necessary to assume a grave respon- 
sibility, I daresay men will be found willing to assume such 
a responsibility." It scai-cely, therefore, constitutes, of 
itself, a sufficient ground for bringing this important and 
difficult subject under the review of Parliament, and may 
properly await the decision of the Legislature when the 
other branches of the subject shall again be dealt with. 

73. They would, however, here take occasion to observe 
that, if new provisions shall at any future time be made by 
Parliament, the great object of securing the maintenance, at 
the time of severest pressure, of an adequate supply of bul- 
lion should be guarded with the utmost caution. 

74. In considering these new provisions, your Comnilttee 
assume that no hazard will be incurred with regard to the 
foreign exchanges, but that the efficient action of the law in 
that respect will be firmly maintained. The mischief your 
Committee are now considering is the domestic drain occa- 
sioned by panic, and evidenced by hoarding, which, in cases of 
commercial crisis, supervenes upon a foreign drain, and creates 
an abrupt interference with the circulation, by withdrawing 
from it for a time, for the purpose of hoarding, a part of the 
ordinary circulating medium. 

75. Your Committee have already touched upon other 
points in which the enactments of the Legislature in 1844 
and 1845 fall short of the principles on which those enact- 
ments are founded, and desire to express their concurrence 
in the wisdom of adapting practical legislation in an impor- 
tant degree to the existing interests and wishes of the com- 
munity. Of these questions, an important one is that of the 
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small note circulation still existing in Scotland and Ireland. 
The advice of Adam Smith (B, 2. c. 2), that no bank notes should 
be issued in any part of the kingdom for a smaller sum thanSZ., 
is enforced by the Bank Directors as a matter of principle, 
both in 1857, and again more strongly in 1858, after the 
experience of the autumn of last year. It is, however, still 
a question into which the same considerations enter in a 
modified degree, by which all Governments and every suc- 
ceeding Parliament have been influenced, from 1826 to the 
present time, whether the application of this principle shall 
be extended" to Scotland and Ireland. The failure of the 
Western Bank has now withdrawn 337,938Z., or about ^ig-th 
part, from the authorised circulation of Scotland ; and the 
Act of 1845 operates with a greater proportionate effect 
both upon Scotland and Ireland as the population and trade 
of those countries increase, and the proportion of the retail 
or small bank note circulation represented by bullion to the 
authorised or unrepresented part increases also. 

76. On the other hand, it appears from the evidence that, 
notwithstanding the expense which the requirements of the 
Act of 1845 impose upon Scotland, there has been a very 
remarkable increase in the number of branch banks esta- 
blished since the passing of the Act ; so that the number of 
banks in Scotland, including branches, now actually exceeds 
the number of the whole of the banks and branches in Eng- 
land, or Is very nearly equal to it ; and that the amount with- 
drawn from circulation by the failure of the Western Bank 
has been supplied by an amount represented by bullion, 
without any more severe terms being Imposed on the cus- 
tomers of the banks. Sir George Clerk says : — 

" To the banks, I think, you do not consider that so much 
an object as to the population? — I do not think the banks 
have so strong an opinion In favour of the retention of the 
11. note circulation as they certainly expressed before the 
Committee which sat upon that very subject In 1826 ; but I 
believe that the general opinion of the banks would be 
strongly in favour of the continuance of the law as It 
at present stands." 

" If It were to be altered, they would meet the case as 
regarded themselves by some slight increase of commission 
charged to their customers ? — Probably in that way." _ 

77. Without entering into any question respecting an 
issue of small notes on the credit of the State, the Com- 
mittee desire it should be understood as their opinion that 
the subject of the Issue of small notes in Scotland and 
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Ireland, and of private issues generally in the United King- 
dom, should be reserved, without prejudice, for the future 
consideration of Parliament. 

78. The Bank of Ireland complained of a special pro- 
hibition laid on them with regard to mortgages ; and Mr. 
Latouche attended on behalf of the private bankers of Ire- 
land to complain of an Act passed by the Irish Parliament 
in 1759. There appears no very obvious reason for the 
continuance of antiquated restrictions peculiar to Ireland, 
But neither of these subjects properly belongs to the present 
inquiry. 

79. Some smaller points connected with the wording and 
legal operation of the Acts of 1844 have been brought 
under the notice of your Committee, with which they do not 
think it necessary to encumber their Report. It will be 
desirable that these subjects, especially the question whether 
a bank of issue which suspends its payments even for the 
shortest time should not lose the privilege of issue, should 
be carefully considered whenever the Executive Govern- 
ment shall next submit to the House a measure for the 
regulation of the relations which subsist between the Go- 
vernment and the Bank. 

80. The pecuniary arrangements subsisting between the 
Executive Government and the Bank appear to your Com- 
mittee to fall within the terms of their order of reference ; 
and the Committee of 1857 took some evidence from the 
Governor on that subject. But your Committee understand 
from the Chancellor of the Exchequer that the subject is 
now under the consideration of the Treasury and the Bank. 
They think it doubtful also whether, in case it shall be neces- 
sary to submit it to such a consideration, separate from the 
wider questions which have come under the notice of this 
Committee, it would not be expedient that a less numerous 
Committee should be appointed for that purpose. The 
appointment of a separate Committee may tend to produce 
the useful conviction that it is not necessary to unsettle the 
great principles which regulate our monetary system, merely 
because the pecuniary relations between the Treasury and 
the Bank may require to be re-considered. 

81. It appears to your Committee that no mischief will 
result from at least a temporary continuance of the present 
state of things, under which the Bank of England holds the 
powers given by the Act of 1844, subject to a notice of 
twelve months, which may at any time be given by the 
House of Commons through Mr. Speaker. They agree 
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with the opinion expressed by Mr. Goulburn in 1844. The 
Bank Directors had suggested the propriety of renewing 
the arrangement for twenty years, with the power of giving 
notice at the expiration of ten, as has been done in 1833. 
Sir Kobert Peel's Government preferred the limit, which 
was actually adopted, of ten years ; the Act, at the ex- 
piration of that period, to be terminable at any time upon a 
notice of twelve months ; but until such notice be given, to 
continue in force. Mr. Goulburn thus accounts for this 
decision. In making the proposal, he says, " The Govern- 
ment were mainly influenced by the consideration that it 
was not advisable unnecessarily to agitate questions affecting 
the banking interest and the currency of the country." 

82, Your Committee have stated the reasons by which it 
is established to their satisfaction, that the recent commercial 
crisis in this country, as well as in America and in the North 
of Europe, was mainly owing to excessive speculation and 
abuse of credit ; and also that in the time of pressure the 
houses which deserved assistance received it from the Bank 
of England in a manner in which that establishment would 
not have been able to give it, except for the bullion retained 
in their coffers ; — and your Committee are satisfied to leave in 
the discretion of the Executive Government the time and 
prudent opportunity of giving further effect to those prin- 
ciples by which the convertibility of the Bank of England 
note has been kept above suspicion. 

July 1, 1858. 
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CHAP. II. 

ON THE REPORT OF THE COMMITTEE EXTRACTS FROM LORD 

OVERSTONe's evidence ON THE RATE OP INTEREST INDI- 
CATING THE VALUE OF MONEY OPINIONS OF ADAM SMITH 

AND HUME ON THE EFFECT OF THE GOLD AND SILVER 

MINES IN AMERICA ON THE INTEREST OP MONEY ON 

INTEREST AND USURY ON PAPER MONEY VARYING IN 

AMOUNT AS A METALLIC CIRCULATION. 

Soon after the publication of my " Treatise on Coins, 
Currency, and Banking," the Select Committee on 
the Bank Acts presented the preceding Report. I 
have not thought it necessary to give all the par- 
ticulars relating to some failures which took place 
during the crisis of 1857, and which are detailed in 
sections 33, 35, 36, 39, 45, 46, 47, 48, 50, of the 
Report. I have extracted, I think, sufficient from 
those sections to show the character of the houses, 
and the proceedings towards them of the Bank of 
England. 

It is to be remembered that the Evidence was 
given previously to this disastrous period, the exami- 
nations of witnesses being closed on the 24th July, 
1857 ; while the Government letter, which suspended, 
the second time, the most important operation of the 
Bank Act of 1844, is dated 12th November, 1857, 
and that the Report is dated 1st July, 1858. 

This Report has given additional importance to 
the opinions in favour of the Bank Act, the Commit- 
tee expressing a general acquiescence in the princi- 
ples on which it is founded, although they decline 
coming to a conclusion upon some subjects of contro- 
versy involved in the Evidence taken in 1857. 

I have already, in my "Treatise," given a portion 
of Lord Overstone's evidence, on which I made some 
remarks: the following evidence wiU further illus- 
trate his lordship's views, on which I beg to offer 
some observations. 
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The Eight Hon. Lord Oveestone, 7th July, 1857. 

3648. — The public became dissatisfied, and very reason- 
ably so; some more definite and scientific system for the 
regulation of the paper money of the country was demanded. 
That practical and sagacious statesman. Sir Kobert Peel, 
applied his mind to the subject. He at once grasped the 
true character of. the paper bank note. He saw that if it 
was to be convertible at all times into gold, it must be 
treated as the direct representative, or I may say, as the 
shadow of the gold coin; and from this it followed as a 
necessary consequence, that it must at all times be preserved 
at what would be the amount of a gold circulation. To 
secure this purpose, it became obviously necessary to sepa- 
rate the accounts — that is, to establish an effectual distinction 
between the regulation of the amount of paper money, and 
the conduct of Banking business ; to render them as separate 
in form of account, and in fact, as they are really separate in 
principle ; to subject the paper money to positive regulation 
by law as regards the fluctuations of its amount, whilst the 
conduct of banking business is left subjected to the principle 
of free competition, and personal discretion and responsi- 
bility. Upon this principle, and with this view, the Act of 
1844 was passed. ...... 

— Having arrived at a distinct and correct understanding of 
the true character and function of paper money, i.e. of bank 
notes, that they are certificates or representatives of bullion, 
to be kept at their proper amount by positive regulation of 
the quantity issued, as the coin would be necessarily pre- 
served at its proper amount by the regulation which arises 
from its intrinsic value, — the next important point for consi- 
deration is the extent to which this principle is recognised 
and carried out in the provisions of the Act of 1844. By 
that Act a positive limit is fixed to all the country issues. 
The fluctuations, therefore, in the amount of paper money 
are necessarily thrown upon the notes of the Bank of Eng- 
land exclusively, and the amount of the issues of Bank of 
England notes is made to vary with the bullion. By this 
means effectual security is obtained, that the amount of paper 
money in the country shall at all times conform to what 
would be the amount of a metallic circulation. Of this there 
can be no doubt. The paper money of the country, under 
the Act of 1844, conforms strictly in amount, and conse- 
quent value, to a metallic circulation ; those fluctuations of 
amount, and those only, which would occur under a purely 
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metallic circulation, can and will occur under our present 
mixed circulation of gold and paper, as regulated by the Act 
of 1844. This being the case, it only remains to consider 
what has been the practical result of the adoption of these 
principles. The effectual protection of the bullion reserve 
was the primary object and purpose of the Act; this has 
been fully accomplished. The bullion has been subjected to 
two severe drains, in 1847, and again in 1856-1857; but in 
neither case has it been reduced to an unduly low amount; 
at no time, I believe, has it fallen below 8,000,000/. — 
Has this result been accomplished by an improper injury or 
sacrifice of our trading and commercial interests ? — For an 
answer to this question, we may turn to the reports of the 
Board of Trade, showing, during the 13 years in which the 
Act has been in operation, an increase of imports and exports 
from 45,000,000?. to 120,000,000?. We may also appeal to 
the universal recognition that the last year, although dedi- 
cated to the adjustment of heavy war expenditure, and ex- 
posed throughout to severe pressure by adverse exchanges, 
has been nevertheless a period of prosperity almost without 

example 

— It may be sufficient now to observe, that these provisions, 
the separation of the accounts, and the positive restriction of 
the amount of paper issues, constitute the only real and 
effectual distinction between the monetary difficulties and 
dangers which attended every period of drain previous to 
1844, and the striking contrast which the subsequent period 
presents 

3649. I apprehend that the plain, clear, and distinct 
principle of the question Is this, — that by having limited the 
paper money, so that it has fluctuated with the bullion, as 
the bullion has gone out the money of the country has been 
diminished, until it reached a certain point, below which the 
national wants and necessities of the country would not 
permit it to be further diminished. By that means the 
money of this country was increased in value, so that it 
no longer became advantageous to send commodities to this 
country ; but money was the best remittance to send to this 
country, and by that means the store of bullion was imme- 
diately replenished. It is the plain result, from the opera- 
tion of the principle with regard to the interchange of the 
precious metals throughout the world, which has been recog- 
nised and acknowledged by every authority which has ever 
written upon the subject. 

3651. The operation of the Act of 1844 Is this, — that the 
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bank notes, in other words, the money of the country, must 
decrease as the drain of bullion goes on. That decrease in 
the money of the country must augment its value; that 
augmentation of its value must produce two effects : one is, 
that it causes a temporary rise in the rate of interest, to 
which the Bank must conform ; and the other is, that it 
induces the bullion merchants of this country to write to 
their correspondents abroad, to say, " Money in relation to 
all other things has become more valuable in this country 
than it was; therefore in your transactions with us remit 
money in preference to other things," and in that way the 
exchanges are soon rectified. 

3652. The rate of discount is the value of money, and 
that is regulated by one of two things. Generally in all its 
great and permanent fluctuations, it is really an alteration in 
the value of capital ; in some of its minor fluctuations, minor 
as to extent and as to duration, it may be the result of a 
decrease in the quantity of money 

3657. When the rate of interest has naturally been rising 
on former occasions, the Bank has been slow and tardy 
in conforming to that natural increase in the value of money, 
and mischief has ensued from it ; but the Bank would always 
best serve the public, if it were to conform as strictly and as 
speedily as is possible to the real market value. 

3665. On the whole, you would not be disposed to 
recommend any change similar to that contemplated in the 
question referred to, — namely, the withdrawal of the business 
of issue from the Governor and Company of the Bank of 
England, and the placing it in the hands of a body nomi- 
nated by the Government, or by Act of Parliament ? — I 
must again say, that I dislike the expression of the business 
of issue being in the hands of the Governor and Company of 
the Bank of England. I consider the business of issue to be 
in the hands of the Issue Department, and in the hands of 
the law of the country. The Governor and Company of the 
Bank of England have no power in the matter of any sort or 
kind ; they are merely the clerks who have to do the busi- 
ness which the law has ordained. 

3815. 3816. Oscillations in the rate of discount are 
mainly oscillations in the value of capital. " In their 
smaller character they are oscillations in the value of the 
money of the country." 

3819. Money I apprehend to be this : it is necessary for 
carrying on the relations of civilised communities, that there 
should be some one universal equivalent which is taken as 
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such by all countries, and the precious metals are taken and 
adopted in that character. Then the various conditions of 
different countries assign a certain portion of the precious 
metals of the world to each country, and the portion so 
assigned to each country, for the purpose of acting as the 
universal equivalent, is the money of that country. 

3899. 10th July. — Youdonotholdtheopinionthatthenotes 
in the hands of the public ought to fluctuate now in relation to 
the fluctuations of the bullion in the Bank ? — The opinion 
which I hold is perfectly plain and distinct, that bank notes 
are nothing more than certificates of bullion in deposit, and 
that they ought to fluctuate exactly as the bullion fluctuates. 

3900. I speak of the bank notes in the hands of the 
public ? — But I never do speak of them in that sense of the 
word, because I maintain distinctly that the Bank of Eng- 
land is itself a most important portion of the public. 

3901. Still you admit that the whole of the evidence 
prior to 1844 proceeded upon the notes in the hands of the 
public only ? — Yes ; it proceeded upon the notes in the 
hands of the public only, because that was the only know- 
ledge which we then possessed. But I repeat, what I have 
stated over and over again, and what you will find I gave 
in answer to you on a former examination, that we always 
said that whenever the accounts were put into a correct and 
intelligible and honest form, we should then have some 
knowledge of the Bank reserve, and that that Bank reserve 
was a very important part of the question. 

3935. Supposing that we had a purely metallic currency, 
and no notes at all, and that there was a drain of bullion, which 
in the same manner would be satisfied from the reserve of 
the Bank of England, would it in any way act upon the 
metallic coin in the country? — If you assume that the 
whole money of the country is metallic, and if you assume 
that a certain portion of that metallic money is taken out of 
the country, then there is a diminution of the money of the 
country to that extent ; if that diminution takes place entirely 
out of the reserve existing in any banking establishment, 
provided the condition of that reserve is made known to the 
public, the action will be very powerful and very salutary. 

3936. But the quantity of coin circulating in the hands 
of the public will not be diminished by a drain upon the 
reserve of the Bank of England in the event of an adverse 
foreign exchange ? — There is no doubt that the bullion 
lying in the Issue Department of the Bank of England is 
kept more immediately to meet the effects of a foreign drain, 
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to deal with foreign exchanges. No doubt, the pressure 
through the foreign exchanges will in the first instance be 
met by the bullion which is in the coffers of the Issue De- 
partment of the Bank of England, and it is only under a 
very severe drain, and under peculiar circumstances, that it 
will exercise a very powerful influence over the coined metal 
which is circulating throughout the country ; but the dimi- 
nution of the bank notes in the hands of the Bank of Eng- 
land paid into the Issue Department for the purpose of 
obtaining the bullion, when known to the public, will pro- 
duce all the effects which are necessary for the due regula- 
tion and management of the money of the country. The 
moment the public know that the money in the hands of the 
Bank of England is diminished seriously, there is a very 
salutary and very protective influence exercised upon credit, 
upon confidence, and upon all those progressive stages 
through which rectification arises. 

3937. The immediate effect will be to induce to an 
increased rate of discount ? — A diminution of money in the 
country will tend to raise the value of it. 

3938. But an increased rate of discount will not necessa- 
rily diminish the amount of money in the hands of the public, 
will it ? — No ; I do not know that an increased rate of 
discount will necessarily diminish the amount of money in 
the hands of the public ; but I know this, that a diminution 
of the amount of money in the country will make the remain- 
ing money more valuable, and that that increased value of 
the remaining money of the country will very soon rectify 
the exchanges, and bring back the quantity which we want 
in order to re-establish the monetary equilibrium which has 
been disturbed. 

3939. That increased value may be seen by an increased 
rate of interest ? — It may be seen by a hundred different 
effects. 

3940. The immediate effect will be an increased rate of 
discount ? — In all probability. 

3941. Practically in the Bank of England that is the way 
in which it exhibits itself? — Yes. 

3999. The difference is this, — that the pressure under the 
Act of 1844 comes upon the banking reserve, and the trial 
is taken upon the diminution of the banking reserve, instead 
of being taken upon the exhaustion of the bullion ; and in 
addition to that, the regulation is, by necessary force of law, 
clearly and distinctly defined ; whereas before the Act of 
1844, it was a regulation springing out of a panic feeling on 
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the part of the public, which was irregular as to the time of 
coining into operation, uncertain as to the extent or intensity 
of its operation, and most dangerous in its consequences. 

7th July, 1857. (3841.) Lord Overstone is asked," Do not 
the changes in the rate of discount by the Bank invariably 
follow more or less the state of the reserve ? — The variations 
in the rate of discount have, no doubt, a very close relation 
to the state of the reserve, because the state of the reserve is 
the indicator of the increase or the decrease of the quantity 
of money in the country ; and in proportion as the money 
in the country increases or decreases, the value of that money 
will increase or decrease, and the Bank rate of discount will 
conform to that change." 

3841. I submit that there are several fallacies in 
this statement. The state of the reserve is not " the 
indicator of the increase or the decrease of the quan- 
tity of money in the country^^ but of the Bank notes 
in the Banking Department. We are told that the 
circulating gold and silver money has increased to 
the extent of 30 per cent, in six years (Report, 
s. 3), and the Bank reserve does not indicate this 
increase. It is also erroneous to say that " in pro- 
portion as the money in the country increases or de- 
creases, the value of that money will increase or de- 
crease, and the Bank rate of discount wiU conform to 
that change." The rate of discount does not indi- 
cate " the value of money." Whether the rate be 5 
per cent, or 10 per cent., there is no change indi- 
cated in the value of money ; the value of money paid 
as interest for the use of the money corresponds 
exactly in proportion vpith the value of the money 
borrowed, whatever may be the rate ; the interest is 
a part of the principal, and must be the same in 
value, being a portion of the same thing. If the bor- 
rower pays 5 per cent., he gives the lender hi., and 
receives 95/. ; if 10 per cent.j he gives 10/., and 
receives 90Z. or sovereigns. The interest and the 
principal are the same money, and the value of 
money cannot be measured by itself ; the rate of 
interest indicates the necessities of the borrower and 
the facility of borrowing, and nothing else. It has 
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nothing to do with the value of money ; that value is 
indicated by the price of commodities — by the quan- 
tity of commodities given in exchange for the money. 
As money indicates the price or value of commodities, 
so commodities indicate the value or price of money ; 
that is, of gold and silver money, of coins. The state 
of the reserve is the state of Bank notes in the Bank- 
ing Department, and the quantity of Bank notes in 
the Banking Department depends upon the quantity 
of bullion in the Issue Department at the disposal of 
the Banking Department ; and bullion being the only 
means by which the Banking Department can procure 
Banknotes with which to discount bills, the sole object 
of raising the rate of discount, or in technical lan- 
guage, making money more stringent, is to obtain 
bullion or to retain it, in order to have a larger supply 
of Bank notes, when the reserve is thought insufficient. 
It is not bullion, for its own sake, that is wanted by the 
Banking Department, but Bank notes. I beg attention 
to the following extract : — 
Adam Smith, B. 2. c. 4. 

" Mr. Locke, Mr. Law, and Mr. Montesquieu, as well as 
many other writers, seem to have imagined that the increase 
of the quantity of gold and silver, in consequence of tljie dis- 
covery of the Spanish West Indies, was the real cause of the 
lowering of the rate of interest through the greater part of 
Europe. Those metals, they say, having become of less value 
themselves, the use of any particular portion of them neces- 
sarily became of less value too, and consequently the price 
which could be paid for it. This notion, which at first sight 
seems so plausible, has been so fully exposed by Mr. Hume 
that it is, perhaps, unnecessary to say anything more about 
it. The following very short and plain argument, however, 
may serve to explain more distinctly the fallacy which seems 
to have misled those gentlemen. 

" Before the discovery of the Spanish West Indies, ten per 
cent, seems to have been the common rate of interest through 
the greater part of Europe. It has since that time, in diffe- 
rent countries, sunk to six, five, four, and three per cent. 
Let us suppose that in every particular country the value of 
silver has sunk precisely in the same proportion as the rate 
of interest ; and that in those countries, for example, where 
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interest has been reduced from ten to five percent., the same 
quantity of silver can now purchase just half the quantity 
of goods which it could have purchased before. This sup- 
position will not, I believe, be found anywhere agreeable to 
the truth, but it is the most favourable to the opinion which 
we are going to examine ; and even upon this supposition, it 
is utterly impossible that the lowering of the value of silver 
could have the smallest tendency to lower the rate of interest. 
If a hundred pounds are in those countries now of no more 
value than fifty pounds were then, ten pounds must be of no 
more value than five pounds were then. Whatever were the 
causes which lowered the value of the capital, the same must 
necessarily have lowered that of the interest, and exactly in 
the same proportion. The proportion between the value of 
the capital and that of the interest must have remained the 
same, though the rate had never been altered. By altering 
the rate, on the contrary, the proportion between those two 
values is necessarily altered. If a hundred pounds now are 
worth no more than fifty were then, five pounds now can be 
worth no more than two pounds ten shillings were then. 
By reducing the rate of interest, therefore, from ten to five 
per cent., we give for the use of a capital, which is supposed 
to be equal to one-half of its former value, an interest which is 
equal to one-fourth only of the value of the former interest." 

If the discovery of the gold and silver mines in the 
Spanish West Indies, which so immensely increased 
the quantity of the precious metals and lovv-ered their 
value to one-third of their price relatively to commo- 
dities, had no tendency to lower the rate of interest, 
neither can a diminution of the quantity tend to raise 
the rate of interest; the same reasoning applies to 
both cases, that the interest is a part of the principal, 
and rises and falls in value with the principal : the 
value of nothing can be measured by itself. 

This fallacious maxim is advanced by the Lords' 
Committee of 1848, in section 13 (see p. 309, anth) : - — 

" If the Act were relied on as a security against violent 
fluctuations in the value of money, the fallaciousness of such 
anticipation is conclusively proved by the fact (2308), that 
whilst the difference between the highest and lowest rate of 
discount was in the calamitous years 1837 and 1839 but 24 
to 2| per cent, the difference in 1847 rose to 6f." 
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And Sir Robert Peel also states in his speech, 
Aug, 28, 1848, as one great truth — 

" That the rate of interest must vary with the value of 
money and the demand for it, and cannot be permanently 
regulated by the Bank of England." — Hansard. 

Adam Smith truly observes, B. 4. c. 1 : — 

" The price of those metals is not altogether exempt from 
variation, but the changes to which it is liable are generally 
slow, gradual, and uniform. But to make any sudden change 
in the price of gold and silver, so as to raise or lower at 
once, sensibly and remarkably, the money-price of all other 
commodities, requires such a revolution in commerce as that 
occasioned by the discovery of America." 

B. 1. c. 6. And he thus describes " interest," or 
" the use of money " : — 

" It is the compensation which the borrower pays to the 
lender, for the profit which he has an opportunity of making 
by the use of the money. Part of that profit naturally 
belongs to the borrower, who runs the risk, and takes the 
trouble of employing it ; and part to the lender, who affords 
him the opportunity of making this profit." 

Blackstone, in his Commentaries, writes, B. 2. c. 
30: — 

" If I borrow 100?. to employ in a beneficial trade, it is 
but equitable that the lender should have a proportion of 
my gains. To demand an exorbitant price is equally con- 
trary to conscience, for the loan of a horse or the loan of a 
sum of money ; but a reasonable equivalent for the tempo- 
rary inconvenience the owner may feel by the want of it, 
and for the hazard of his losing it entirely, is not more 
immoral in one case than it is in the other. 

" A capital distinction must therefore be made between a 
moderate and exorbitant profit ; to the former of which we 
usually give the name of interest, to the latter the truly 
odious appellation of usury : the former is necessary in every 
civil state, if it were only to exclude the latter, which ought 
never to be tolerated in any well-regulated society. For as 
the whole of this matter is well summed up by Grotius, ' If 
the compensation allowed by law does not exceed the propor- 
tion of the hazard run or the want felt by the loan, its 
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allowance is neither repugnant to the revealed nor tlie 
natural law; but if it exceeds those bounds it is then 
oppressive usury ; and though the municipal laws may give 
it impunity, they can never make it just.' 

" Thus, if the quantity of specie in a nation be such, that 
the general inconvenience of lending for a year is computed 
to amount to three per cent., a man that has money by him 
will perhaps lend it upon good personal security at five per 
cent., allowing two for the hazard run ; he will lend it upon 
landed security or mortgage at four per cent., the hazard 
being proportionably less ; but he will lend it to the State, 
on the maintenance of which all his property depends, at 
three per cent., the hazard being none at all." 

Lord Overstone states (3722, 3724), " That the 
profits of trade being destroyed by a high rate of 
interest is most erroneous;" that " a rise in the rate 
of interest is seldom of any long duration;" and, "if 
of long duration and of great extent, it is because the 
rate of profit is increased." It is difficult to recon- 
cile this opinion with that expressed by his lordship : — 

3810. " The natural effect of money being more stringent, 
is to lower the price of goods ? — Yes, that is the principle 
at the bottom." 

If the raising the rate of interest were a private 
transaction between individuals, having no reference 
to the Bank of England or the state of the reserve, 
the efifect would be simply that the borrower would 
pay a higher rate for the particular loan for a definite 
period, as in the case mentioned by Mr. Macfarlan, 
when 16 per cent, was paid for a loan of 20,000?. for 
three months (p. 330, ante); this would be 800?., 
which would not be ruinous — but the fall in "the 
price of goods " may be much more serious : if a 
merchant held 100,000Z. worth of goods, and from 
the shock to credit in consequence of the raising 
the rate of interest, their value was reduced 30 per 
cent., he would lose 30,000?., which might ruin him; 
and it is this shock to credit which will destroy 
markets, and unless this takes place, the object of 
bringing back the bullion, or regaining it when gone, 
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would not be obtained : this is the salutary and cor- 
rective effect so much lauded: — 

3809. " The expected effect of raising the rate of discount 
is to lower the price of securities and goods ? — It is a recogni- 
tion that money has become more valuable in this country, and 
in proportion as money has become more valuable, there will 
be various means taken to get money remitted from abroad, 
in preference to other things, until that disturbed relation 
of the value of money in this and other countries is rectified." 

The relation which is disturbed is the relation of 
bank notes in the banking department called the 
" reserve," and the requirements of the public for a 
medium of exchange : the value of the money both 
here and abroad is not affected, but credit is shaken, 
and trade is disturbed, and the prices of securities and 
goods are lowered in value. The raising the rate of 
interest has no relation to the value of the precious 
metals, and instead of any relation between the value 
of the money in this and other countries, it is the 
value of commodities in this and in other countries, 
which governs the demand for bullion — as I 
have said when treating of Colonel Torrens' Theory, 
p. 245, ante. This is a great fallacy, which forms a 
principal argument of Lord Overstone's reasoning, 
and indeed which he offers as the ground of the 
approval of the Bank Act, and which, it appears, has 
no foundation. (See p. 254, ante.) 

The Bank of England can purchase bulHon with 
its notes in the home market, and feels no incon- 
venience until the buUion there is exhausted: it is 
impossible to foresee how soon this may happen. So 
many circumstances are to be taken into consideration 
that it would be the height of presumption to attempt 
it ; and commerce should be quite independent of this 
contingency, which ought to have no more influence 
on the conduct of the Bank of England, or of other 
banks, than would be produced by the greater or less 
quantity of any asset on which the Bank had advanced 
money. 

GG 2 
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" Mr. Weguelin, a member of the Committee, and then 
Governor of the Bank, stated to the Committee of 1857 
that this increase in the circulating medium of the United 
Kingdom was estimated by those in whose judgment the 
Bank Directors placed the greatest reliance at 30 per cent, 
in the six years then last elapsed. The total gold circulation 
is believed by him now to amount to nearly 50,000,000J." — 
(E,epoi:t, section 3.) 

This addition to the domestic circulation of gold 
coin, be it observed, was occasioned, not by pressure 
on commerce, but by the extension of commerce and 
the improved condition of the working classes ; in 
other words, by the wants and necessities of the 
community. An increased consumption required an 
additional quantity of the coin to effect the exchanges 
which such consumption required. Is not this a 
convincing argument to show that, as the domestic 
circulation of coin is supplied by individuals as 
wanted, so the international bullion would be sup- 
plied by the foreign trade, if left free and unfettered, 
without any disturbance of trade and of international 
commerce ? But the Directors of the Bank of England 
advocate a forced importation of bullion by lowering 
prices, by infringing arbitrarily the rights of property. 

After enumerating the pains and penalties imposed 
to maintain the mercantile system, Adam Smith, B. 4. 
c. 8, adds the statutes prohibiting any artificer of any 
of the mtaufactures of Great Britain from going 
"into any foreign parts" to practise or teach his 
trade there, and remarks : — 

" It is unnecessary, I imagine, to observe how contrary 
such regulations are to the boasted liberty of the subject, of 
which we aiFect to be so very jealous ; but which, in this 
case, is so plainly sacrificed to the futile interests of our 
merchants and manufacturers." 

The mercantile system has disappeared, but the rights 
of property and the freedom of trade are now made 
subservient to our monetary system, to the monopoly 
of the Bank of England and the Bank Act. Well 
may we exclaim, How contrary are the regulations 
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enforced by the Bank Act " to the boasted liberty of 
the subject, of -which we affect to be so very jealous" ! ! 
Adam Smith observes, B. 4. c. 7 : — 

" Monopoly of one kind or another, indeed, seems to be 
the sole engine of the mercantile system." 

It has become now the sole engine of the banking 
system. 
Adam Smith, B. 2. c, 5 : — 

" When the foreign goods which are thus purchased with 
the surplus produce of domestic industry exceed the demand 
of the home market, the surplus part of them must be sent 
abroad again, and exchanged for something more in demand 
at home. 

" The most roundabout foreign trade of consumption, 
therefore, may upon some occasions be as necessary for 
supporting the productive labour of the country, and the 
value of its annual produce, as the most direct." 

Among the " foreign goods " which are purchased 
with the " surplus produce of domestic industry," 
no commodity, perhaps, at the present time exceeds 
so much the demand at home as gold and silver, or 
bullion. The additional quantity required annually 
for our domestic circulation in coin, and for the 
plate of private families, is small in comparison with 
the annual importation ; the " surplus " must be sent 
abroad, and " exchanged for something more in de- 
mand at home." 

Bullion, more than any other commodity, will be 
speedily exported, as it yields no revenue, and is at 
the same time the most saleable commodity in all 
civilised countries. This bullion has been purchased 
with the surplus produce of domestic industry, as 
much as sugar, tea, or coffee. Is it not most extra- 
ordinary that this bullion should, under any circum- 
stances, be placed under the control of a National 
Bank; that it should in any country be made the only 
means of procuring bank notes which circulate only 
in Great Britain ; that when there is a great demand 
for bullion — a proof, perhaps, of the flourishing state 
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of commerce — and for Bank notes, the entire domestic 
credit should be disturbed for want of this usual 
medium of cancelling debt ; that the prosperity of 
the "roundabout foreign trade," in consequence of 
this arrangement, should distress and paralyse the 
domestic industry of the country ? 

If the "surplus produce of domestic industry" 
cannot be exported in exchange for the produce of 
foreign countries with a prospect of advantage, the 
natural remedy is that bullion should be exported 
until the foreign markets offer a sufficient induce- 
ment to export this surplus. How prejudicial must 
it be to the manufacturer to withhold this bullion 
from the exporting merchant, which has been pur- 
chased with the commodities of domestic industry. 
How utterly inconsistent with common sense and 
with justice to make it the condition of the Bank of 
England obtaining notes that pressure shall embarrass 
the domestic circulation, and that credit shall be 
shaken in order to defeat the demand for bullion ; or 
to add to bad markets abroad bad markets at home, 
to make these bad markets, under any circumstances, 
the foundation of the security of our paper circu- 
lation, by lowering the prices of commodities, that 
these cheapened goods may supply the place of bul- 
lion, upon the plea of securing the convertibility of 
the bank note. 

Another dogma on which great stress is laid, and 
which is sanctioned by the Committee in their Report, 
and which I consider fallacious is, " that the paper 
circulation should vary in amount as a metallic cir- 
culation would vary." 

14 March, 1848 : James Morris, Esq., Governor of 
the Bank of England (See p. 326, anth): — 

3445. " Do you think that the system of circulation should 
be preserved at ' any cost to the employment of the people ? 
I think it is desirable that the circulation should be placed 
on such a footing as that it should expand and contract in 
the same way as a metallic circulation would do. I cannot 
vary from that." 
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Sir Charles Wood in his speech, May 10, 1844 
(See p. 240, ante) : — 

" The paper circulation must not only be convertible, but 
must vary in amount from time to time, as a metallic circu- 
lation would vary." 

Lord Overstone, 7 July, 1857 : — 

3646. "I understand the great principle of the Act 1844 
to be this: — to make the amount of paper money in the 
country conform in its variations to what would be the varia- 
tions in the amount of a metallic currency, and that all the 
other provisions of the Act are ancillary to the carrying out 
that great principle. 

3787. " You have stated that the paper of the country 
should be regulated in precise proportion to the metallic 
money ? Certainly. 

3788. " Could the commercial operations of this country be 
carried on if there was no paper money at all ? They could 
be carried on with perfect ease in every respect, except the 
mechanical difficulty of carrying about a cumbrous and 
weighty instrument, instead of a light and convenient one. 

4025. " You have frequently made use of the expression 
that the Bank note is nothing more than a certificate for so 
much buUion ? It is a certificate of that amount of bullion 
which would be in circulation as money if there was no 
paper note. 

4026. " The total amount of notes issued is that which 
would be the total amount of bullion in circulation if we had 
only a metallic currency." 

1 July, 1858 (Report, section 66) : — 

" The main object of the legislation in question was, un- 
doubtedly, to secure the variation of the paper currency of 
the kingdom, according to the same laws by which a metallic 
circulation would vary. No one contends that this object 
has not been attained." 

Surely it is a great fallacy to suppose that a metallic 
circulation is the type of a perfect currency, or that 
such a currency could possibly exist in the present 
state of commercial exchanges, or (4025) that "bank 
notes are certificates of that amount of bullion which 
would be in circulation, as money, if there was no 
paper note." 
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Instead of carrying about " a cumbrous and 
weighty instrument" (3788), in the absence of 
bank notes, people would have recourse to the obvious 
resource of cheques, bills, and transfers. 

Lord Overstone (4030) "We must not discuss 
the arrangements of the world on the supposition 
that the world is to stand still," neither should we 
seek the type of a sound currency in times antece- 
dent to the introduction of bills, banks, and credit. 

I submit that we should confine the bank note to 
the obligation expressed in the words of the note, 
as is the case- with all merchants' bills, and every 
other engagement to Tpaj pounds, or sovereigns, the 
money of the realm ; and that the circulation of bank 
notes should be limited to those notes which more 
conveniently supply the place of coins, and for which 
coins would circulate in the absence of bank notes; 
it is only pounds or coins which the note promises to 
pay. What are the notes which supply the place of 
coins ? Certainly not the notes of a high denomi- 
nation : it would be a return to comparative barbarism 
to carry about bags of coin or bullion to supply the 
place of the large notes of 2001. or 1,000^. — the 
thing is preposterous. The mode of meeting bills 
of large amount would be by transfers of account at 
the banks, as at Hamburg, where no promissory 
notes circulate, or by other good biUs or cheques. 
We may be quite sure that expedients would be found 
to avoid the inconvenience. Yet this is assumed to 
be the type of a perfect .circulating medium, when it 
is said that " The paper circulation must not only be 
convertible, but must vary in amount, from time to 
time, as a metallic circulation would vary." 

I have remarked (p. 178, ante) " the larger notes 
displace rather other forms of credit which are not so 
convenient:" (and p. 341) "if the money were 
metallic, the circulation would not absorb the bar 
gold and silver bullion." 

If all notes were suppressed above the denomination 



CHAP. n. AND METALLIC CURRENCY. 455 

of 5^., 10?., and 201., and a competition of banks 
were allowed, I believe commerce would find little or 
no inconvenience. 

I have given (p. 193, anth) a statement of the 
bank notes in circulation in the years 1844, 1845, 
1846, 1847, distinguishing the amount of the notes of 
different denominations, and the time they remained in 
circulation, and I have separated the principal denomi- 
nations and amounts; it will be found that the 51., 
lOL, and 201. notes in the year 1844 amounted to 
9,540,000?., and remained in circulation respectively 
88 days, 91-3 days and 67 "4 days, while the notes 
of a high denomination remained comparatively but 
few days, the 300?., 500?., and 1,000?. only 9, 10-3, 
7 "3 respectively. 

It is one great argument of the supporters of the 
present system, that the foreign commerce of Great 
Britain, instead of being carried on by merchants 
and traders, is the action of the country, as is 
shown by the reasoning of Mr. T. Baring and Mr. 
Cardwell, on which I have commented, p. 112, 243 
and 244. This argument is apparently acquiesced in 
by those who oppose the Act, The contrast between 
the facility of obtaining the supply of coin for the 
country — that is, the supply of money which is wanted 
by the community — and the supply of bullion or 
merchandise, for the foreign trade, which is wanted 
for exportation by individuals, is very striking under 
the present system. 

This demand for bullion for exportation may be 
wanted suddenly, and the country, as a community, 
has no concern with it. The demand for coin or 
money is gradual, and increases and diminishes with 
the increase or diminution in the demand for it, from 
the community, in the domestic exchange of commo- 
dities. Neither the State nor the Bank of England 
purchased with commodities the additional quantity 
of gold and silver circulating medium mentioned by 
Mr. Weguelin (p. 450, ante). This the country, the 
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community, purchased and paid for, because the wants 
of the community required it : there has been no 
pressure applied, no contraction of paper currency. 
Throw the onus of providing bullion for exportation 
exclusively on those who may want it, and the bullion 
would in the same manner be found, as required by 
those engaged in the foreign trade. 

It wiU be seen, on reference to the extract from 
Blackstone's Commentaries (p. 447, anth\ that a 
capital distinction is drawn by that learned commen- 
tator between interest and usury^ between a moderate 
and exorbitant profit on the loan of money ; and the 
opinion of Grotius is quoted by him to the same pur- 
pose, who terms excessive interest "oppressive usury," 
which, "though the municipal laws may give it impu- 
nity, they can never make it just." 

Adam Smith, in allusion to the prohibition in the 
reign of Edward YI. to take any interest, observes 
(B. 1. c. 9.) this "probably rather increased than 
diminished the evil of usury." 

After observing that the legal rate of interest was 
10 per cent, in the reign of Henry YIII. and of 
Elizabeth, and 8 per cent, in the reign of James I. ; 
6 per cent, soon after the Restoration, and 5 per 
cent, by the 12th of Queen Anne, he proceeds :— l- 

" All tliese statutory regulations seem to have been made 
with great propriety. They seem to have followed, and not 
to have gone before the market rate of interest, or the rate 
at which people of good credit usually borrowed. Since the 
time of Queen Anne, five per cent, seems to have been rather 
above than below the market rate. Before the late war, the 
Government borrowed at three per cent. ; and people of good 
credit in the capital, and in many other parts of the kingdom, 
at three and a half, four, and four and a half per cent." 

And respecting the variations in the legal rate of 
interest in France : — 

" The supposed purpose of many of those violent reduc- 
tions of interest was to prepare the way for reducing that of 
the public debts : a purpose which has sometimes been exe- 
cuted," 
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I have given the opinion of Lord Bacon on usury, 
which, when he wrote, appears to have been applied 
to all interest (pp. 219, 342, 343, ante)^ that the legal 
rate "in general be reduced to 5 per cent., that 
the tooth of usury be grinded, that it bite not too 
much." — Essays : Usury. 

How different are the opinions entertained by the 
advocates of the Bank Act. On the fallacious prin- 
ciple that the rate of interest indicates the value of 
money, and that the state of the Reserve indicates that 
value, the rate is to be raised (3806) "to whatever 
extent may be necessary, to check the further export 
of bullion, and to bring back again that which has 
gone." — (p. 254, ante.) 

The exaction of exorbitant interest is not con- 
sidered "oppressive usury,"* but a meritorious act, 
under the name of firmness. 

In an unfettered state of things it is the value of 
the use of money, the profit to be derived from its use., 
which determines the rate of interest ; if the " gold 
sovereign " were to fall to half its present value, whe- 
ther it would purchase one bushel of wheat or two 
bushels of wheat, it would not affect the rate of 
interest. 

Because a house had borrowed (see p. 330, anth) 
20,000^. for three months, " only to tide over a diffi- 
culty," at the rate of 16 per cent., it would be absurd 
to suppose that so high a rate was given in conse- 
quence of the increased value of money : it was the 
loan which was increased in value to the borrower, on 
account of the "difficulty" which embarrassed him: 
the value of the rnoney remained the same. 

In Hamburg, where no bank notes circulate, the 
rate of interest on the 19th of October (see section 19) 
was 9 per cent. ; and on the " 1st December, the 
embarrassments of the mercantile community still 
continued (see section 56) undiminished;" and "on 
December 1 2th, so soon as it was known that by the 

* As by Grotius, p. 447, atUe. 
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aid of the Government the leading houses would 
fulfil their engagements, the panic ceased. Money 
at once became abundant, and in about a fortnight 
the rate of discount for the best bills fell to 2 and 3 
per cent." 

It would be very unreasonable to suppose that the 
rate of interest fell from 9 to 2 and 3 per cent, in 
consequence of an alteration to that extent in the 
value of gold and silver ; it was the state of commer- 
cial credit^ not the value of silver, which produced the 
change. 

It would be better, perhaps, if promissory notes 
were called paper credit. Blackstone (B. 2, c. 30) 
applies the same term to bills of exchange and promis- 
sory notes, and places both in the same category : — 

" But there ia one species of debts upon simple contract 
which, being a transaction now introduced into all sorts of 
civil life, under the name of paper credit, deserves a more 
particular regard. These are debts by bills of exchange and 
promissory notes." 

Mr. Brown (p. 294, ante) states the rate of interest 
in 1847 to be 3;^ to 10 per cent., and — 

" He adds, this does not give an accurate idea of what the 
interest was in 1847, because persons frequently paid a com- 
mission which made it amount to 10, 20, and 30 per cent., 
depending on the time the bill had to run, and the pressure 
of money at the moment." 

Neither the commission nor interest has any rela- 
tion to the value of money ; and the rate is here stated 
to vary with the nature of the bill, and the pressure 
of money at the moment. Surely the money received 
for the bill cannot vary in value according to the time 
" the bill had to run." 

The Lords' Committee, p. 294, anth, observes that : — 

" Evil consequences to the full as great are traceable to 
the periods of forced depression of interest, as of 'high 
interest.' 

" The Governor of the Bank admits that such fluctuations 
are of great injury to the country, but attributes them not 
to the Act of 1844, but to other causes." 
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W. Newmarch, Esq. (June 5, 1857) : — 

1358. " The alterations in the rate of discount (charged 
by the Bank of England) since 1844, have been some 60 in 
number, whereas the alterations prior to 1844, in the same 
space of time, certainly did not amount to a dozen." 

P. 29S,anth:— 

"Prior to September 1844, observes Mr. Horsley Palmer, 
the Bank never reduced the rate of interest below four per 
cent., though there were occasions when the value of money 
for discount of bills was as low as two and a half per cent, in 
the money market." 

* Lord Ashburton, p. 6 : — 

" A short time ago the interest of money was two and a 
half and three per cent. Everybody found it difficult to em- 
ploy their capital ; now, nobody can obtain it for the best 
security under eight, ten, or even twelve per cent." 

-j-And his Lordship observed in the debate, 2nd 
Dec, 1847, that :— 

" A most respectable merchant in Birmingham, who 
applied to his banker for the assistance he had been accus- 
tomed to receive, on the banker saying ' You know that the 
Bank of England is charging eight per cent., and our charge 
must be in proportion,' replied ' That his profits would not 
afford such a charge, and he must decline the accommodation 
and the order too.' " 

His Lordship further remarked : — 

" When the rate of discount was raised stocks fell, and the 
directors were enabled to produce such a result when they 
thought it would be advantageous." 

I submit that no such power ought to exist in any 
Corporation. 

On February 16, 1861, when the Bank of England 
raised their rate of discount from 7 to 8 per cent., the 
following paragraph appeared in the paper of the same 
date : — J 

* Financial and Commercial Crisis, 1847. 

■f Hansard. 

X Evening Mail. 
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"As to our prospects in relation to surrounding covmtries, 
and the manner in which our rate bears comparison with 
theirs, it is only necessary to state that the charge in the open 
market at Paris is between four and a half and five per 
cent.; at Amsterdam, three per cent.; at Berlin, two and 
three quarters per cent. ; at Hamburg, two per cent. ; and at 
Frankfort one and a half per cent. Even at New York 
there is an abundant supply at six per cent." 

Is it to be supposed that the value of money, of gold 
and silver money, can be in London 8 per cent., and 
at Hamburg 2 per cent., and at Frankfort 1^ per 
cent. ? when we are told by Mr. Rothschild, p. 245, 
ante, " at Amsterdam, Hamburg, and Paris, gold 
levels itself within a quarter per cent. : if it rises in 
one of them, the others follow immediately." 

I submit that a legal rate of interest, suppose 5 per 
cent., should be fixed by the Government, the infringe- 
ment of which, by exacting more than that rate, should 
be liable to a penalty proportioned to the offence. 
Although the law might in some cases be evaded, by 
charging a commission in addition to the legal rate, 
that would affect only individual borrowers, and would 
have no general effect. 

The following evidence confirms me in my opinion 
that the notes of the higher denominations might be 
gradually withdrawn from circulation : — 

The evidence of J. G. Hubbard, Esq. (June 1857), 
is deserving of particular attention, as having been in 
the Bank Direction since 1838, and a Deputy Gover- 
nor of the Bank from 1851 to 1853, and Governor 
from 1853 to 1855, of which the following are 
extracts : — 

2593. " In speaking of the circulation in the hands of the 
public, as we now consider it, we ought really to distinguish 
between the lower and the higher denominations of notes ; 
for it will be obvious that notes of 1,000Z. and 500/., and 
200?., and 100?. perform a different part in the financial 
economy of the country from what is performed by notes of 
51. and lOZ. That difference is very remarkably evidenced 
by the experience of the last five years. Within the last 
five years an addition of 2,000,000Z. has been found in the 
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Bank of England circulation of notes of 51. and 107., and an 
equal diminution has taken place in the notes of from 50Z. to 
1,000/. The cause of that diminished circulation of the 
larger notes has arisen from the adoption of improved bank- 
ing expedients in the city of London. 

" The higher notes have been, in fact, representatives of 
claims upon the Bank of England, lodged in the hands of the 
bankers themselves; whereas the lower denomination of 
notes have been held by individuals for the purpose of eifect- 
ing their daily operations. 

2596. " They are bank notes not circulating in the hands 
of individuals, or in the pockets of the public generally, but 
in the deposits of bankers. The bankers would buy the 
securities which the Bank sold, and would send to them the 
bank notes which they happened to have in reserve ; but to 
a very great extent, any such operation on the part of the 
Bank would bring back, not bank notes at all, but merely 
cheques upon themselves against the deposits they are holding 
for those very bankers. 

2654. " You have already stated very truly that the amount 
of notes which people hold is the smallest quantity which they 
absolutely require for their transactions. Now if the currency 
were metallic, do you think that any other principle would 
regulate the quantity of coin in the hands of the public than 
that which now regulates the quantity of coin and notes con- 
jointly ? The principle would be precisely the same, and the 
amount would be regulated in the same way. In the lower 
denomination of notes, of 51. and 101. notes, the result would 
be practically the same ; people would not think of putting 
50?. worth of gold in their pocket-book, so that the amount of 
gold that would be circulated instead of the notes would not 
be equal to the amount of notes. There is no doubt that 
banking expedients would be provided which would take the 
place of the gold circulation, but the principle that would 
regulate the amount would be identical, and the variations 
would be precisely the same. 

2655. " I hold that you can no more regulate the amount 
of circulation in a country, whether metallic or otherwise, 
than you can regulate the winds that blow. 

2656. "And you hold the same opinion with regard to a 
mixed circulation of gold and notes ? Entirely. 

2657. " Whether the circulation be in notes, or whether 
it be in gold, the issuer of the circulation has no power to 
determine the amount which should be kept or used by the 
community. The only way in which the amount so circu- 
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lating can be affected is by the operation of the higher or 
lower value of money. If the value of money is low, say 
two or three per cent., people do not so much mind keeping 
a few hundred pounds lying idle, as they do when the value 
of money is six per cent., when they immediately scrape it 
all up, and send it to their bankers, or endeavour in some 
way to make it profitable." 

I submit that those notes only should circulate 
which supply the place of money, of coins, of sove- 
reigns or pounds, as expressed in the note, and 
"which are held by individuals for the purpose of 
effecting their daily operations," which " circulate in 
the hands of individuals, or in the pockets of the 
public generally," such are the 51. and 10^. notes. 
Whether this privilege should be extended to the 20Z. 
notes may be a subject for consideration. By the 
statement in chapter 17, p. 193, ante, the notes of 
51., 101., and 201., formed rather more than half the 
circulation of the Bank of England, and I submit 
that the notes of the higher denomination, which 
represent " claims upon the Bank of England, lodged 
in the hands of the bankers themselves," and which 
" are in the deposits of bankers," should be gradually 
withdrawn from circulation, and their place to be 
supplied by " banking expedients." 

In chapter 17, p. 194, anth, to which I beg to refer, 
I observed, " The large notes rather supply the place 
of cheques on the Bank of England, and other banks, 
or remain in deposit in the banker's hands." 

I then submitted the propriety of withdrawing them 
from circulation in order to lessen the liabilities of 
the Bank of England ; I now add the additional mo- 
tive of procuring a less variable rate of interest, and 
a greater security of the rights of property. 
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CHAP. III. 

DEFINITION OF MONET BY EMINENT WEITEES THE AUTHOE's 

FORMER DEFINITION OP MONET — SIR ROBERT PEEL's DEFI- 
NITION OP THE POUND ERRONEOUS — " THE STDNET BRANCH 

MINT ACT, 1863 " GOLD COINS DECLARED IN THIS ACT TO BE 

OUR ONLT LEGAL TENDER FOR PAYMENTS — DISTINCTION BE- 
TWEEN BILLS OF EXCHANGE AND BANK OP ENGLAND NOTES — 
A FUNDAMENTAL ERROR IN OUR MONETART SYSTEM. 

" Money (Moneta) is that metal, be it gold or silver, wluch 
receives authority, by the prince's impress, to be current ; 
for as wax is not a seal without a print, so metal is not 
money without the impression." — Co, Litt. 207; 1 Hale's 
Hist. P. H. 188. 

" It belongs to the king only, to put a value, as well as 
the impression, on money ; which, being done, the money is 
current for so much as the king hath limited." — 2 Inst., 575; 
Williams' Law Dictionary. 

" When a given weight of gold or silver is of a given 
fineness, it is then of the true standard, and called sterling 
metal ; a name for which there are various reasons given, 
but none of them entirely satisfactory ; and of this sterling 
metal aU the coin of the kingdom must be made, by the 
statute 25 Edward III. c. 13." 

" As money is the medium of commerce, it is the king's 
prerogative, as the arbiter of domestic commerce, to give it 
authority, or make it current. Money is an universal 
medium, or common standard, by comparison with which 
the value of aU merchandise may be ascertained ; or, it is a 
sign which represents the respective values of aU com- 
modities." 

" A metal is also the most proper for a common measure, 
because it can easily be reduced to the same standard in aU 
nations ; and every particular nation fixes on its own im- 
pression, that the weight and standard (wherein consists 
the intrinsic value) may both be known by inspection 
only." 

HH 
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" The coining of money is in all states the act of the 
sovereign power ; for the reason just mentioned, that its 
value may be known on inspection. And, with respect to 
coinage in general, there are three things to be considered 
therein : the materials, the impression, and the denomination. 
With regard to the materials. Sir Edward Coke lays it down 
that the money of England must either be of gold or silver ; 
and none other was ever issued by the Royal authority till 
1672, when copper farthings and halfpence were coined by 
King Charles II., and ordered by. proclamation to be cur- 
rent in aU payments under the value of sixpence, and not 
otherwise. As to the impression, the stamping thereof is 
the unquestionable prerogative of the crown; for though 
divers bishops and monasteries had formerly the privilege of 
coining money, yet, as Sir Matthew Hale observes, this 
was usually done by special grant from, the king, or by pre- 
scription, which supposes one; and therefore was derived 
from, and not in derogation of, the Royal prerogative," — 
Blackstone's Commentaries, B. i. c. 7. 

" Sir Matthew Hale has expressly delivered it as his 
opinion,. ^Aa^ the legitimation of money, and the giving it its 
denominative value, is justly reckoned inter jura majestatis ; 
and in England it is one special part of the king's prerogative.^^ 
1 — Lord Liverpool, p. 127, 

I have said (p. 3, ante) in the first part of this 
Treatise, " In our coins of circulation the only money, 
as a measure of value, is the ' sovereign,' named, in 
jnoney of account, the 'pound sterling.' It is de- 
sirable that the integer money of account and the 
integer coin — the legal tender coin — should be the 
same. We have this ^reat advantage, and it would 
clear the subject of ambiguity if the same name were 
given to both — the pound sterling and the sovereign 
being one thing. The pound of account should be 
called a sovereign or the sovereign a pound ; both 
having the same name, the identity could not be 
doubted." 

Sir Robert Peel, on introducing the Bank Bill to 
the consideration of the House of Commons, on May 
6, 1844, after alluding to the " vast and manifest im- 
portance" of the question, observed (p, 3): "I shall. 
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therefore, proceed at once to call the attention of this 
Committee to a matter which enters into every trans- 
action of which money forms a part. There is no 
contract, public or private — no engagement, national 
or individual, which is unaffected by it." — P. 137, antL 

(P. 7). — •" My first question, therefore, is, what con- 
stitutes this measure of value ? What is the significa- 
tion of that word ' a pound,' with which we are all 
familiar? What is the engagement to pay a ' pound?' 
Unless we are agreed on the answer to these questions, 
it is in vain we attempt to legislate on the subject." 

(P. 8). — " The whole foundation of the proposal I 
am about to make rests upon the assumption that, 
according to practice, according to law, according to 
the ancient monetary policy of this country, that 
which is implied by the word ' pound,' is a ' certain 
definite quantity of gold with a mark upon it to de- 
termine its weight and fineness,' and that the engage- 
ment to pay a pound means nothing, and can mean 
nothing else, than the promise to pay to the holder, 
when he demands it, that definite quantity of gold." 
— See p. 138, ante. 

Sir Robert Peel identifies "the pound" with the 
measure of value, with money; but his definition is 
not correct as applied to money; the "pound," the 
pound sterling, known by the name of the " sovereign," 
is more than "a certain definite quantity of gold with 
a mark upon it to denote its weight and fineness." 
Money is more than this, and the money of this 
country is well-defined in the following Act : — 

Cap. 74. 
" An Act to enable Her Majesty to declare Gold Coins 
to be issued from Her Majesty's Branch Mint at Sydney, 
New South Wales, a legal tender for payments ; and for 
other purposes relating thereto." — 28th Jvly, 1863. 

56 Geo. III. c. 68. 
" Whereas, by an Act of the Fifty-sixth year of the reign 
of His late Majesty King George III., chapter 68, intituled, 

H B 2 
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•An Act to pro\dde for a new Silver Coinage, and to 
regulate the Currency of the Gold and Silver Coins of this 
realm,' it is, amongst other things, provided that, after the 
date of the passing of that Act, the gold coin of the realm 
should be the only legal tender for payments (except the silver 
coin of the realm, to the extent of forty shillings) within the 
United Kingdom of Great Britain and Ireland : And 
whereas, by the same Act it is declared that the gold coin 
of the realm should hold such weight and fineness as 
are prescribed by an indenture therein referred to, and 
made with His Majesty's master and worker of the 
Mint, for making gold monies at His Majesty's Mint in 
London, and with such allowance, called the remedy, as is 
given to the said master by the said indenture, which weight 
and fineness are by the said Act declared to be the standard 
of the lawful gold coin of the realm, so far as relates to the 
gold coins of the denominations in use at the time of the 
passing of the said Act, and specified in the said indenture : 
And whereas, gold coins of the weight and fineness, and of 
the denominations mentioned in the said Act, and specified 
in the said indenture, have, from the date of the said Act up 
to the present time, continued to be issued from Her Ma- 
jesty's Mint in London, and to be the only legal tender for 
payments, except as aforesaid, within the United Kingdom : 
And whereas Her Majesty has, by proclamation, established 
at Sydney, in New South Wales, a Branch of the Royal 
Mint for making gold coins, of the same weight and fine- 
ness and of the same denominations as the gold coin issued 
by Her Majesty's Mint in London, and has appointed a 
deputy-master of the said Branch Mint ; and it is expedient 
that power should be given to Her Majesty to make the 
gold coin so issued by Her Majesty's Mint at Sydney a 
legal tender for payments in the United Kingdom : Be it 
therefore enacted by the Queen's Most Excellent Majesty, 
by and with the advice and consent of the Lords Spiritual 
and Temporal, and Commons, in this present Parliament 
assembled, and by the authority of the same, as follows : — 

" 1. Power to Her Majesty to declare gold coins made 
at the Branch Mint at Sydney a legal tender in the United 
Kingdom. 

"It shall be lawful for Her Majesty, by proclamation 
issued with the advice of her Privy Council, to declare that, 
after a date specified in such proclamation, gold coins, 
made at the said Branch Mint, of designs approved by Her 
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Majesty, at Sydney aforesaid, and being of the same weight 
and fineness as are required by law with respect to gold 
coins of the same denominations made at Her Majesty's 
Mint in London, are to be a legal tender for payments 
within the United Kingdom of Great Britain and Ireland ; 
and upon such proclamation being issued, gold coins made 
of such designs, and being of such weight and fineness as 
aforesaid, shall be a legal tender for payments accordingly. 

" 2. Power to Her Majesty to impose a charge on coining 
Gold, 

" It shall be lawful for Her Majesty, by proclamation 
issued with such advice as aforesaid, from time to time, to 
impose on the coinage of gold, at the said Branch Mint at 
Sydney, a charge sufficient to defray the expenses of coin- 
age, over and above the expenses of assay and refining ; 
and it shall be incumbent on the said deputy-master to 
coin gold at the charge so imposed. 

"3. Short title. 

" This Act may be cited for all purposes as ' The Sydney 
Branch Mint Act, 1863.' " 

In the preamble to this Act, passed so late as July 
28, 1863, it is declared that by the 56 Geo. 3, c. 68 
(1816), it was provided that "the gold coin of the 
realm should be the only legal tender for payments 
(except the silver coin of the realm to the extent of 
forty shillings) within the United Kingdom of Great 
Britain and Ireland ;" by the same Act it was declared 
that the gold coin of the realm should "hold such 
weight and fineness as are prescribed by an indenture 
therein referred to, and made with His Majesty's 
master and worker of the Mint for making gold 
monies at His Majesty's Mint in London ; " " which 
weight and fineness are by the said Act declared to 
be the standard of the lawful gold coin of the realm;" 
that such gold coins " have, from the date of the said 
Act up to the present time, continued to be issued 
from Her Majesty's Mint in London, and to be the 
only legal tender for payments, except as aforesaid, 
within the United Kingdom, &c." 

These gold coins are the "sovereigns" or "pounds," 
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and " half-sovereigns," thus declared by the said Act 
to be " the only legal tender for payments, with the 
silver coins to the extent of forty shillings." 

Let it be observed, what solemnity and what sanc- 
tions accompany the introduction of the coins of the 
same weight and fineness, coined at Her Majesty's 
Mint at Sydney, into the currency, of the IFnited 
Kingdom as a legal tender for payments : — " Be it 
therefore enacted by the Queen's Most Excellent 
Majesty, by and with the advice and consent of the 
Lords Spiritual and Temporal, and Commons, in this 
present Parliament assembled, and by the authority 
of the same." 

Sir Kobert Peel did not over-estimate the import- 
ance of a true interpretation of the word " pound," 
being the subject of the contract or engagement ex- 
pressed in the Bank of England note, but he has 
attached a wrong meaning to the word; his defini- 
tion would apply to uncoined gold, to bullion, to 
ingots of gold with a mark to denote their weight 
and fineness, instead of being limited to the gold 
coin, the sovereign, proclaimed with all due formali- 
ties and legal sanction to be "the only legal tender 
for payments," with the auxiliary coins of silver to 
the amount of forty shillings in the United Kingdom, 
as expressed in the preamble to the Sydney Branch 
Mint Act, 1863. The promise and the obligation of 
the Bank of England note is to pay a certain sum of 
money; a certain number of "sovereigns," not a 
" definite quantity of gold with a mark upon it to 
determine its weight and fineness." That definition 
may apply to an ingot of gold. 

_ Sir Kobert Peel (p. 22) :* " There is a material dis- 
tinction, in my opinion, between the character of a 
promissory note payable to bearer on demand, and 
other forms of paper credit, and between the effects 
which they respectively produce upon the prices of 

* Sir Robert Peel's Speeches on introducing the Bank Bill, 1844. 
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commodities and upon the exchanges. The one 
answers all the purposes of money, passes from hand 
to hand without endorsement, without examination, 
if there be no suspicion of forgery; and it is, in fact, 
what its designations imply it to be, — currency or 
circulating medium." 

The Bank of England promissory notes and bills 
of exchange are equally contracts to pay "pounds" — 
" sovereigns " — a sum of money ; the money is the 
same in both contracts : where, then, is the dif- 
ference ? 

The distinction is this : — The merchants pay their 
bills of exchange in money ^ or in bank-notes payable 
in money, in sovereigns : the Bank of England pay 
their notes, when demanded, in uncoined gold, in 
merchandise, in bullion for the foreign trade ; and 
this mode of payment brings the Bank of England, 
as bullion merchants, into competition with the 
owners of other articles of exportation, though not 
so convenient, under existing circumstances, as 
bullion. To pay "pounds" is the extent and limit of 
the obligation expressed in the bank-note and bill 
of exchange : it is no part of the contract to pay 
bullion ; and this self-imposed obligation the Bank of 
England, I submit, should utterly disavow. 

Sir Robert Peel stated — " The whole foundation of 
the proposal I am about to make rests upon the 
signification of the word ' pound.' " I submit that 
his definition of the " pound " is erroneous, and the 
superstructure which he has raised upon that foun- 
dation is unsound. The " pound " is the name of a 
piece of gold money, or coin called a " sovereign," 
known by inspection only, by its " impression," to be 
the lawful money of the realm ; and the engagement 
to pay "pounds" is the promise to pay "sovereigns," 
whether expressed in bank-notes or in bills of ex- 
change, being in either case a contract to pay money. 
But when the meaning of the word " pound " is 
extended to bullion, which is not money, but mer- 
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chandise, to a commodity which is not money in 
this country, or in any civilised community where 
money has been introduced, then confusion prevails 
with a departure from the obvious meaning of the 
word. 

P. 8. — Sir Eobert Peel refers to the ancient "mone- 
tary policy of this country ;" but the extracts I have 
given (p. 463) do not countenance his definition. 

P. 11 He refers also to Mr. Harris, " an eminent 

writer on the subject, a century before the Bank Re- 
striction Act." 

Mr. Harris: "In England, accounts are kept by 
the pound sterling, which is a certain quantity of 
fine silver, appointed by law for a standard." (He 
was writing at a time when silver was the standard 
in England). He treats only of coins. 

P. 9. — He refers to the Bullion Committee. " A 
Committee was appointed to inquire into the subject, 
and opinions, not really novel, but at that time very 
startling, were enounced, to the efifect that the 'pound' 
meant, in fact, nothing else than a definite quantity of 
the precious metals, and that those who promised to 
pay a pound ought to pay that quantity." 

The words of the Committee are — " Your Com- 
mittee, therefore, report it as their opinion that the 
circulating medium of this country ought to be 
brought back with as much speed as is compatible 
with a wise caution to the original principle of cash 
payments, at the option of the holder of bank paper."* 
The Committee refer only to the circulating medium^ 
and cash payments, as they existed before the Bank 
Eestriction Act; they say nothing of payments in 
bullion, and this, fundamental error of our monetary 
system, the payment of Bank of England notes in 
bullion, appears not to have been questioned. 

* Francis : History of the Bank of England, v. i. p. 286. 
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CHAP. IV. 

ON THE ACT OF 1816 : GOLD COIN DECLARED TO BE THE ONLT 
LEGAL TENDER FOR PATMENTS "WITHOUT LIMITATION, AND 
SILVER COIN FOR 40*. — SIR ROBERT PEEL DOES NOT ALLUDE 
TO THIS ACT — BANK NOTES AVAILABLE ONLT IN THE NATIONAL 
CIRCULATION — A LIMITATION IN THE DENOMINATIVE VALUE OF 
BANK NOTES SUGGESTED — ON THE SCOTCH BANES — ON A BUL- 
LION BANK OR "WAREHOUSE — ON THE INCREASE OF TRADE IN 
GREAT BRITAIN AND IN THE UNITED STATES. 

In the preceding Chapter will be seen a copy of the 
Act legalizing, under certain conditions, the currency 
in Great Britain and Ireland of the gold coins inade 
at Her Majesty's Mint at Sydney. As that Act was 
founded upon the principle declared in the Act 56 
Geo. III. c. 68, respecting the measure of value, I 
think it well to refer more pai'ticularly to certain 
clauses of this Act, dated June 22, 1816. 

Certain Acts and portions of Acts were repealed, 
and among them the Acts cited in my book, p. 17, ante. 

Clause 4 enacts that the pound troy of standard 
silver, eleven ounces two pennyweights fine, may be 
coined into sixty-six shillings- 
Clause 11 is as follows: — 

And whereas at various times heretofore the Coins of 
this realm, of Gold and Silver, have been equally a 
legal tender for payments to any amount, and great incon- 
venience has arisen from both those precious metals being 
concurrently the standard measure of value, and equivalent 
for property; and it is expedient that the gold coin made 
according to the indentures of the Mint should henceforth 
be the sole standard measure of value and legal tender for 
payment, "without any limitation of amount, and that the 
silver coin should be a legal tender to a limited amount only, 
for the facility of exchange and commerce ; be it therefore 
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enacted, That from and after the passing of this Act, the 
gold coin of this realm shall be and shall be considered and 
is hereby declared to be the only legal tender for payments 
(except as hereinafter provided) within the United Kingdom 
of Great Britain and Ireland ; and that the said Gold Coin 
shall hold such weight and fineness as are prescribed by the 
present indenture with His Majesty's Master and Worker of 
the Mint for making gold monies at His Majesty's Mint in 
London, and with such allowance, called the Remedy,, as ig 
given to the said Master by the said . indenture ; which 
weight and fineness are hereby declared to be and shall 
remain to be the standard of and for the lawful Gold Coin 
of the realm, so far as relates to gold coins of the denomina- 
tions at present in use, and specified in the said indenture ; 
and in case any gold coin or coins of any other denomination 
shall hereafter be coined at the said Mint under any future 
indenture, such gold coin and coins shaU hold the Uke 
standard in fineness as the gold coins of the present denomi- 
nations, and shall hold such weight as shall be proportionate 
to the weight of the present gold coins, according to the 
value for which such gold coin or coins of any new denomina- 
tion shall be declared to be current. 

Clause 12. — No tender of silver coin legal beyond 
40s. 

By these very important clauses the expediency 
of a single standard ^\ as declared, and " That after 
the passing of this Act, the gold coin of this realm 
shall be and shall be considered, and is hereby declared 
to be, the only legal tender for payments (except as 
hereinafter provided) within the United Kingdom of 
Great Britain and Ireland." 

This Act has not been repealed and is still in force, 
as shown by its being introduced as the Preamble to 
" The Sydney Branch Mint Act." 

It is remarkable that Sir Robert Peel, when he 
expressed his fears, p. 7, "that there is still a very 
material difference of opinion as to the real nature 
and character of the measure of value in this country," 
did not appeal to the 56 Geo. III. c. 68. This would 
have settled the question on the authority of an Act 
of the legislature. 
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The Committee make ho distinction between the 
payment of bank notes in coin, and the payment of 
those notes in bullion or uncoined masses of gold — 
but those payments are quite distinct from each 
other — the domestic circulation of bank notes is 
based upon confidence in the " fortune, probity, and 
prudence " of the banker, who promises an immediate 
and unconditional payment of the notes in coin, when 
demanded ; this is the foundation of the circulation 
of bank notes, " which have the same currency as 
gold and silver money, from the confidence that such 
money can at any time be had for them," but this 
confidence cannot be made to supply the place of 
money abroad, and however great the confidence in 
the " fortune, probity, and prudence " of bankers, 
whether the Bank of England, or other banks, their 
notes are utterly unavailable abroad, and cannot be 
made available beyond the domestic circulation. 

Adam Smith (see p. 192, ante) suggests the limita- 
tion of bank notes to a certain denomination, that is, 
a sum not less than five pounds, in order to insure 
a sufficiency of gold coin. I submit that bankers 
should be restrained from issuing bank notes above a 
certain sum or denomination: the circulation could 
easily spare them, and would not spare the 51. and 
101. notes: the place of the large notes should be 
supplied by cheques and bills after date, and other 
banking expedients; the domestic circulation should 
be exempt from all demand for gold for exportation, 
and the merchants should provide themselves with 
bullion, as with any other commodity for exportation. 
Adam Smith B. 2, c, 2, observes : — 

" To restrain private people, it maybe said, from receiving in 
payment the promissory notes of a banker, for any sum whether 
great or small, when they themselves are willing to receive 
them ; or to restrain a banker from issuing such notes, when 
all his neighbours are willing to accept of them, is a manifest 
violation of that natural liberty, which it is the proper busi- 
ness of law not to infringe, but to support. Such regulations 
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may, no doubt, be considered as in some respect a violation 
of natural liberty. But those exertions of the natural liberty 
of a few individuals, which might endanger the security of 
the whole society, are, and ought to be, restrained by the 
laws of all governments, of the most free as well as of the 
most despotical. The obligation of building party-walls, in 
order to prevent the communication of fire, is a violation of 
natural liberty, exactly of the same kind with the regulations 
of the banking trade which are proposed." 

It will be observed that Adam Smith's argument 
would apply to the prohibition of notes, whether great 
or small, which might endanger the security of the whole 
society. 

I think the large notes may occasion great embar- 
rassment, that they may be a powerful engine in the 
hands of money dealers ; and may be withdrawn or 
thrown into the money market to such an amount as 
to affect the prices of securities. They are also prin- 
cipally employed in withdrawing bullion, and if the 
bullion were removed from all connexion with the 
circulation, and deposited, not in a separate depart- 
ment of the bank, but like other merchandise in a 
bank or bonded warehouse (see Chap, ix.*), the pro- 
perty of separate individuals, and the notes were 
of that denomination only which are needful for the 
national circulation, and competition of banks in the 
circulation of notes were allowed, I believe we should 
seldom or never hear of a commercial crisis, which is 
more properly a money or monetary crisis. 

We are informed by the Report, sec. 4, " The hi. 
and 101. notes of the Bank of England, which in 1851 
were 9,362,000Z. had risen in 1856 to 10,680,000^." 
and in sec. 5, " at the same time, for a reason which 
will presently be noticed, a great diminution has 
been observable in the use of notes of 200Z. and up- 
wards;" sec. 7, "bank notes of 200^. to 1,000/., in 
1852, 5,856,000/., in 1857, 3,241,000Z." 

• Chapter 9, p. 106, ante. " On the application of the bonding 
system to gold and silverJ' 
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The large notes were no longer wanted at the clear- 
ing house — the balances being adjusted by transfers, 
instead of Bank of England notes. The same prin- 
ciple might be extended and the large notes dispensed 
with, and banking expedients, cheques, transfers, and 
bills, might supply their place. 

We have seen in* sees. 3, 4, 5, 6, 7, that the gold 
coin can be increased about 30 per cent, the 51. and 
101. notes two millions, and the larger notes of 2001. 
to lOOOZ. diminished to nearly the same amount, 
without any disturbance to private credit or incon- 
venience to the public. 

When we read in sec. 8, " We know that one 
broker had five millions, and we were led to believe 
that another had between eight and ten millions; 
there was one with four, another with three and a 
half, and a third above eight. I speak of deposits 
with the brokers." 

Surely it should not be required to pay these large 
sums in bank notes, and in the notes of one bank, the 
Bank of England. 

If we recur to "The communications from the 
Treasury to the Bank of England in the year 1826, 
and to the answer of the Bank thereto, relating to 
the provisions of the Bill, then in progress through 
Parliament, for the regulation of banking companies 
in England," as given by J. Horsley Palmer, Esq., at 
the end of his pamphlet on "Causes and Consequences 
of the Pressure upon the Money Market, from October 
1, 1833 to December 27, 1836," we shall find that 
among the objects then sought to be attained were, 
" to diminish the pressure upon the bank and the 
metropolis, incident to an unfavourable state of the 
exchanges," and "to counteract the inconveniences 
incident to an export of the precious metals." Those 
objects were sought to be attained by the suppression 
of the issue of one and two pound notes by the 
country banks, and by the establishment of Joint- 
stock banks. 

* Report. 
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The treasury (Lord Liverpool and Frederick 
Robinson, Esq.), observe, "The failures which have 
occurred in England, unaccompanied as they have 
been by the same occurrences in Scotland, tend to 
prove that there must have been an unsolid and 
delusive system of banking in one part of Great 
Britain, and a solid and substantial one in the other," 

" In England there are said to be between eight 
and nine hundred country banks. 

" In Scotland there are not more than thirty banks, 
and these banks have stood firm amidst all the con- 
vulsions in the money market in England, and amidst 
all the distresses to which the manufacturing and 
agricultural interests in Scotland as well as in England 
have occasionally been subject." 

I would strictly enforce the payment of bank notes 
in coin, and prohibit the payment in bullion, as 
being foreign to the contract expressed in the note, 
which is to pay money, not merchandise. 

It must be remembered that the banks in Scotland 
were competing banks of issue, and were relieved 
from all demand for bullion for exportation; that 
is the position in which I would place the Bank 
of England, and all other banks, by withdrawing the 
monopoly of the Bank of England, and by the estab- 
lishment of a deposit bank for bullion in London, and 
some other principal ports ; the merchants supplying 
themselves with bullion as with other merchandise, in 
bond, for exportation. 

This might be easily accomplished in London, by 
substituting for the present issue department a 
bullion deposit bank, for receiving the bullion of 
individuals, as the bullion is now received in the issue 
department ; and giving each individual depositor a 
credit for his deposit, at the rate of 31. lis. 9d. per oz. 
instead of giving him bank notes, and leaving it to the 
depositor either to withdraw at any time, the whole 
or part of his deposit, or to transfer it to any other 
person, and charging on each transfer a small com- 
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mission, or perhaps no commission at first, to induce 
the merchants and bullion dealers to make deposits, 
and by prohibiting the Bank of England from palying 
their notes in bullion, or dealing in any way with 
bullion, their business being confined to bank notes of 
hi. and 10?., and coins, having reference only to the 
domestic circulation. 

Bullion might be received by the Bank of Eng^ 
land as any. other asset, on which money was to be 
advanced. 

The present issue department of the Bank of 
England to be suppressed. 

Lord Overstone (364.8) refers to the increase of 
the exports and imports from 1845 to 1857, during 
the thirteen years that the Bank Act of 1844 has 
been in operation, as a proof that the trading and 
commercial interests have not been injured by the 
operation of that Act, and the Report of the Com- 
mittee, sec. 1, states, "The exports which before 
1848 had never exceeded 60,110,000/., the amount 
which they attained in 1845, have risen with little 
variation and with great rapidity; and in 1857, not- 
withstanding the severe commercial pressure which 
marked the latter portion of that year, they stood at 
122,155,000Z." 

P. \ 44. — In the Report of the Boston Board of 
Trade for 1861, I find the following statement of the 
exports and imports of the United States at the 
periods of 1845 and 1857. 

Exports in 1845 of domestic and 1 ii4°64C606 
foreign produce . . .J ' ' 

„ 1857 . . . 362,960,682 

Imports in 1845 . . • 117,254,564 
1857 . . . 360,890,141 

It will be observed that in the United States, where 
the banking system is represented as so unsound, the 
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exports and imports increased in a greater proportion 
than in the United Kingdom. 

The discoveries of gold have doubtless greatly con- 
tributed to the general prosperity of commerce and 
industry, as well by gradually raising the prices 
generally of commodities, as by opening new markets, 
and furnishing to the countries which have those 
mines the means of purchasing the produce of distant 
countries, to the great advantage of both. 
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CHAP. V. 

THE ACT OF 1819 — ME. EICAEDO's PLAN — IT HAD NO RESULT — 

SIE E. PEEL ON THE ACT OF 1819 THEOET OF THE BANK 

ACT — SIE EOBEET PEEL ON THE STANDAED OP VALUE — AN- 
NOUNCES TWO SOETS OF MONET — ON TWO AND THEEE SORTS 
OF MONET — ON THE OBLIGATION OF THE BANK NOTE — EVI- 
DENCE ON EXCESSIVE ISSUES BT BANKS, WITH EEMAEKS. 

In the first clause of the Act, 49 Geo. III. c. 49, 
known as the Act of 1819, being dated the 2nd of 
July of that year, it is stated : 

" Whereas it is expedient that the restrictions on payments 
in cash by the said Bank should be continued beyond the 
time to which such restrictions are at present limited, and 
that a definite period should be fixed for the termination of 
such restrictions, and that preparatory measures should be 
taken witb a view to facilitate and ensure, on the arrival of 
that period, the payment of the promissory notes of the Bank 
of England in the legal coin of the realm : " 

" Be it therefore enacted by the King's Most Excellent 
Majesty, by and with the advice and consent of the Lords 
Spiritual and Temporal, and Commons, in this present Par- 
liament assembled, and by the authority of the same, that 
the several recited Acts (restraining the Bank of England 
from making payments in cash) shall be, and the same and 
every of them is and are hereby fm-ther continued until the 
first day of May, one thousand eight hundred and twenty- 
three, and that from and after the first day of May, one 
thousand eight hundred and twenty-three, the restrictions, 
on payments in cash under the said several Acts shall 
finally cease and determine." 

The " preparatory measures " are expressed in the 
following clauses : — 

By Clause 2. It was enacted that between February 1st 
and October 1st, 1820, the Bank shall pay in standard gold 

II 
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for notes tendered to an amount not less than the value of 
60 ozs., calculated after the rate of 4Z. Is. per oz. 

Clause 3. Between October 1st, 1820, and May 1st, 
1821, such payments shall be made in gold, calculated after 
the rate of 3/. 19s. 6d. per oz. 

Clause 4. Between May 1st, 1821, and May 1st, 1823, 
such payments shall be made in gold, calculated after the rate 
of 3;. 17s. IQid per oz. 

Clause 5. But the Bank may, between February 1st and 
October 1st, 1820, make payments at any rate less than 
4:1. Is., and not less than 31. 19s. 6d. per oz. ; and between 
October 1st, 1820, and May 1st, 1821, may pay at a rate less 
than 31. 19s. 6d., and not less than 31. 17s. lO^d., on giving 
three days' notice in the Gazette, &c. 

Clause 6. Such payments to be made in ingots or bars of 
the weight of 60 ozs. 

Clause 7. Fractional sums of less than 40s. to be paid in 
silver. 

Clause 8. Provided also, and^be it further enacted, " That 
the Governor and Company of the Bank of England, if they 
shall see fit, may at any time on or after the first day of May, 
one thousand eight hundred and twenty-two, pay or exchange 
the lawful coin of the realm for any note or notes of the said 
Governor and Company, payable on demand,— any provisions 
in the said before recited Acts, or in this Act, to the contrary 
notwithstanding. " 

Clause 9. Bank to deliver to Privy Council weekly ac- 
counts of average amount of their notes in circulation. 

Clause 10. Gold and silver coin may be exported and 
melted. 

Clause 11. So much of the Acts herein recited as respects 
the melting or exportation of gold, or silver, or bullion, 
repealed. 

It will be observed that this Act legalized as " pre- 
paratory measures " the payment of Bank of England 
notes in uncoined standard gold, " if tendered to an 
amount not less than the value of 60 ozs." 

This was at variance with the 11th clause of the 
Act, 56 Geo. III. c. 68, which declared that "the 
gold coin made according to the indentures of the 
Mint should henceforth be the sole standard measure 
of value and legal tender for payment, without any 
limitation of amount." 
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Sir Robert Peel refers to the Bank Act of 1819, 
p. 53. " Considering the part which I took in the 
year 1819, in terminating the system of inconvertible 
paper currency," &c. ; and p. 77 : " The present mea- 
sure is not an extension of the principle of the Act 
of 1819 : it is the fulfilment and complement of that 
Act; but it does not carry the principle of a metallic 
standard further than it was carried by the Act of 
1819." 

M. Ricardo's plan was without any result ; of 
2,028 ingots only 13 were sold, and 2,015 were 
returned to the Mint, and coined into sovereigns. 
(Haggard, p. 34.) 

The Act of 1816, which declared the "gold coin" 
to be the only legal tender for payments to any 
amount, is not alluded to by Sir Robert Peel, and 
my attention had not been directed to that important 
Act, which also saved this country from the " incon- 
venience " of a double standard, a silver and a gold 
standard, propounded by the French economists, on 
the plausible but erroneous maxim, that he who 
could not pay in silver money -might pay in gold 
money ; that the silver and gold coins should recipro- 
cally buy each other, and was adopted in the Edict of 
Henri III., in 1577, when the standard of value was 
changed from silver to gold, recorded by Le Blanc, 
p. 354 : " Avec promesse en foy et parole de Roy pour 
nous et nos successeurs, d'entretenir et conserver poiir 
toujours le dit escu (the gold crown) en son poids et 

bont^ interieure et sur ce pied et fondement 

faire la correspondance de toutes autres especes, tant 
d'or que d'argent et billon, a ce que Vune achepte 
I'autreJ' 

By the " preparatory measures " adopted, it was 
thought that the difference between the value of 
Bank of England notes and gold, then about 4 per 
cent., might be thrown over two or three years, and 
that the loss to the community would not exceed this 
difference ; but how was the gold to be procured ? 

1 1 2 
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That is explained in the memorandum delivered by 
the Directors to the Parliamentary Committee of 
1832 :— 

" That supply of gold could only be purchased 
by reduced prices of commodities ; the Bank with- 
drawing a given amount of securities, in the first 
instance, the notes for which might be reissued in 
payment of the gold as imported." (See p. 127, antk.) 

The scarcity of the circulating medium hj the 
withdrawal of notes, and its consequences, caused, I 
conclude, a reduction in the prices of goods, the pro- 
perty of others, and these goods were exported to pay 
for the gold, which, when imported, the Bank of Eng- 
land notes would purchase, as they would buy any 
other commodity ; abroad, their notes were unavail- 
able for this purpose. 

Sir Robert Peel (p- 21) disapproved of the principle 
of making the bank notes payable only in large sums, 
as stated in the Act of 1819, known as M. Ricardo's 
plan, and considered " that the most effectual measure 
for promoting permanent confidence in the paper cir- 
culation of the country, is to require that the gold 
coin shall be in general use for small payments, and 
that the promissory note shall be of equal value with 
the coin which it professes to represent." (See p. 141, 
ante.) 

This is according to the new theory " that the pro- 
missory note shall be of equal value with the coin 
which it professes to represent*' instead of " that the 
promissory note shall be paid on demand in the coin 
which it promises to pay." 

In Section 62 of the Report it is stated, " Those 
who advocate what is called the theory of the Act of 
1844, are guided by the following principles. They 
regard bank notes as being for every practical pur- 
pose, equally with the gold they represent, the money 
of the country — the measure of-.«ralue — that which 
extinguishes debt — not as a mere form of paper 
credit, depending on the credit of the issuer, and 
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constituting only the evidence and vehicle for transfer 
of a debt which still continues." 

Here is an avowal of what I expressed to be my 
conviction, p. 367 ante, "that by the Act of 1844, it 
was attempted to establish ' the false principle of a 
double standard,' 'two measures of value,' bank 
notes and gold, ' paper money and gold money.' " As 
it would be inconsistent to give in exchange for the 
bullion, at the issue department, a promise to pay 
ten pounds, and to assert that the debt was cancelled 
and nothing owing, which would be directly in contra- 
diction to the ten our of the note, the words are not 
to be interpreted in * " their plain, true, honest sense," 
but (3648) "banknotes should be treated as tokens or 
representatives of the current coins; " "they are certi- 
ficates or representatives of bullion : " here coin and 
bullion are confounded; if they represent bullion they 
would not represent " the money of the country," as 
bullion is not money ; nor are bank notes money ; the 
only money being the " sovereign " with the ancillary 
coins; bullion does not circulate as money, it does 
not circulate at all; nor do bank notes fulfil the con- 
dition of money, not being constituted by lawful 
authority a legal tender everywhere; and the bill of 
a banker, or of a merchant of undoubted credit, prac- 
tically " extinguishes debt " as well as bank notes, and 
to an infinitely greater extent. 

The bullion was an asset of the Bank of England, 
liable, like the other assets of securities, bills, &c., to 
the payment of the bank notes, and to the other engage- 
ments of the bank, with a guarantee fund of seventeen 
millions. The security of the Bank of England note 
is above suspicion, and is not at aU strengthened 
by any particular asset, such as bullion, being appro- 
priated exclusively as its security. 

Sir Robert Peel's Speeches, p. 19. "I trust, how- 
ever, this House wiU adhere to the present standard — 
will. resolve on the maintenance of a single standard, 
* Loeke : p. 234, ante. 
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and of gold as that standard." Is not this inconsis- 
tent with what follows? 

P. 22 and p. 142 anth " I must state, at the outset, 
that in using the term money, I mean to designate 
by that word, the coin of the realm and promissory 
notes payable to bearer on demand. In using the 
word paper currency, I mean only such promissory 
notes. 1 do not include in those terms bills of ex- 
change, or drafts on bankers, or other forms of paper 
credit; " and, p. 25, he defines paper currency as " the 
substitute for, and immediate representative of coin," 
and with coin it constitutes " money." 

And, p. 25 (p. 143 anth)^ " if you will adhere to the 
standard of value, and will adopt such measures as 
shall ensure the uniform equivalency of bank notes to 
coin, &c." 

Money is the standard of value, and as both coins 
and bank notes are considered " money," we have two 
standards of value; and " to ensure the uniform equi- 
valency of bank notes to coin " is propounded to be 
the same as to perform the promise or agreement to 
pay coin. 

He afterwards says, p. 30 (p. 147 ante), " The crisis 
comes — ^there is a demand for gold which cannot be 
satisfied, and the end of all is, much individual suf- 
fering and many fortunes ruined, from the necessity 
of a sudden and violent effort to establish, by the con- 
traction of issue, an equilibrium between gold and 
paper." 

As equivalency of bank notes to coin was before 
considered equal to payment in coin, so now an equi- 
librium between gold and paper, by a contraction of 
issue, is considered equal to an equivalency between 
bank notes to coin, and to payment in coin. 

But neither " equivalency of bank notes to coin," 
nor an equilibrium between " gold and paper," wiU 
alter the nature of " money " or of a promise to pay 
" money " — we have only one measure of value and 
one money, the " sovereign ; " our standard of value 
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is a gold coin, and we have, therefore, a gold stan- 
dard ; but uncoined gold or bullion is not a standard 
of value, nor is a, promise to pay " coin " or sovereigns 
" money; " there is a distinction between equivalency 
to coin which has reference to the national or do- 
mestic circulation, and equilibrium to gold, which 
appears to have reference to bullion for the foreign 
demand ; this equilibrium must mean an equilibrium 
between the value of exports and imports, which is 
established by " contraction of issue " by lowering the 
prices of goods, which occasions "much individual 
suffering and many fortunes ruined; " this the Bank 
of England should have no power to inflict either 
directly or indirectly; it does not result from any 
obligation of the Bank, which is limited to the 
payment of the "pound," which is money; and no 
government or corporation should sanction this inter- 
pretation of the bank note, at the great cost of the 
community, to the benefit of some and loss of others. 

Sir Robert Peel announces two sorts of money, 
two standards of value, " The coin of the realm and 
promissory notes payable to bearer on demand." 

Lord Overstone announces three sorts of money, 
and, consequently, three standards of value, " 3648." 
" The supply of the current coin, that is, the money of 
the realm, ought to be entirely separated from banking 
business, &c. " 3651." " The operation of the Act of 
1844 is this, that the bank notes, in other words, the 
money of the country, must decrease as the drain of 
bullion goes on," &c. 3819, 255 antL " The various 
conditions of different countries assign a certain 
portion of the precious metals of the world to each 
country, and the portion so assigned to each country 
for the purpose of acting as the universal equivalent 
is the money of that country." 

Here " the current coin " is " the money of the 
realm." "Bank notes" are "the money of the country ;" 
and " a certain portion of the precious metals " is the 
" money of that country." 
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How much confusion is introduced by a departure 
from the plain meaning of words — ^what can be more 
intelligible or expressed in more ordinary or direct 
language than the Bank of England note — " I promise 
to pay the bearer on demand ten pounds " — an acknow- 
ledgment of a debt and a promise to pay it. The 
Bank of England, and all borrowers who promise to 
pay " pounds," promise to pay " sovereigns," money, 
" not promissory notes," not a " certain portion of the 
precious metals." 

To pay " pounds " is the extent and limit of the 
obligation contracted by the bank note or by the bill 
of exchange ; the obligation extends no further. 
Bullion is not money but merchandise ; and the best 
proof that bullion is only merchandise may be found 
in the fact that the Bank of England, by its great 
<;ommand over credit, by contraction of issue, or by 
raising the rate of interest, lowers the prices of other 
commodities, and these commodities, the property of 
others, are substituted for the bullion which would be 
the most convenient commodity, but which the Bank 
cannot itself purchase from abroad with commodities, 
and which is needful to the banking department, in 
orderto procure bank notes from the issue department. 

It is worthy^ of notice that Adam Smith in the 
extract from his " Moral Sentiments," p. 122, anth, 
adduces in illustration of the imperative obligation, 
of " Justice," and of the great exactness which that 
virtue requires. " If I owe a man ten pounds, iusticQ 
requires that I should precisely pay him ten pounds, 
either at the time agreed upon, or when he demands 
it "—whether the pounds be payable on demand or 
at a time agreed upon, whether the engagement be 
immediate payment, or payment after date, alters 
neither the moral obligation nor the pounds to be 
paid. Justice in either case requires the same exact- 
ness — ^the payment of the pounds, either at a time 
agreed upon or when he demands it ; — ^both engage- 
ments, bothjoromises are placed in the same category, 
whether bank notes or biUs payable after date. 
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The following extracts from Lord Overstone's 
evidence I consider very valuable, as showing the 
result of our system of banking for a long series of 
years ; and, in my humble opinion, how unsatis- 
factory it has been, before and after the passing of 
the Bank Act of 1844. 

3795. July 1, 1857.— Lord Overstone. " Then under 
the most adverse circumstances of a drain of bullion, when 
it was stated that the bank was within twenty-four hours of 
a state of barter, these \l. notes which came out of the 
bank, so far from being discredited, staved off the panic ? " 
— " They were not discredited in the slightest degree." (The 
period alluded to is 1825.) 

3796. "I understood your Lordship to state that on 
those three occasions the convertibility of the note was 
suspected ? " " Yes, the bank note was not discredited for 
internal purposes, but it was very seriously discredited 
for external purposes. A person holding the Bank of 
England note as a means of obtaining bullion to remit 
abroad, felt exceedingly anxious as to its command of bul- 
lion, but a person holding 100,000 \l. notes for the purpose 
of internal payment of wages in the country felt no 
difficulty at all ; he said, ' They will answer my purpose in 
that respect.' " 

3797. " There is no fear of the convertibility of the note, 
so far as the domestic exchanges are concerned, provided 
they are limited in quantity ?"—" There is no fear of the 
convertibility of the note with regard to the external 
or domestic exchanges, if they are properly limited in 
quantity." 

3896. " I consider that the main object and purpose of 
the Act of 1844 had not reference to the security of the 
note between the different members of the country, but 
that it had reference to the security of the note in the 
sense of taking care that the aggregate amount of the 
paper money of the country should never be carried to 
such an extent that it could admit of the bullion being 
drained out. All the other considerations are quite sub- 
ordinate to that." 

It will be found that it is the demand for bullion 
for exportation which occasions the disturbance ; and 
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the endeavour to prevent this demand introduces 
contraction of the circulation, or a high rate of 
interest, with the consequent check to credit and 
low prices of commodities. 

4173. " You stated in the evidence which you gave both 
on the last occasion and on the preceding day, that in your 
opinion the issue of the paper money of this country had 
on many occasions been in a most unsatisfactory and dan- 
gerous state previously to 1844?" — "I did." 

4175. "What are the periods to which you allude?"^ 
"The periods to which I allude are 1783, 1793, 1797, 
1800, 1808-9, 1825, and 1833 to 1837, contrasted with the 
state of things subsequent to 1844." 

His Lordship had (4174), in a preceding general 
statement of the causes which produced the disasters 
of the several periods, attributed those disasters to 
"excessive issues bybanks, made at their own dis- 
cretion and will, in obedience to the supposed wants 
of customers " — " whilst the rapid diminution of the 
bullion required a contraction of the paper issues," 
and " that, had the provisions of the Act of 1844 
been then in operation, the evils which occurred at 
those periods could not have occurred." 

4176. " "Will you state how the issues of paper money, 
in your opinion, operated in the year 1783 ? " — " In 1783 
and 1795, a severe exhaustion of the bullion was sur- 
mounted, and the exchanges were effectually stopped by a 
resolute and extraordinary degree of contraction of the 
circulation." 

4177. "What is the next period to which you refer?" 
— " The next period to which I refer is 1793, in which a 
great destruction of bank paper, occasioned by contraction 
of the currency, consequent to its previous over issue, took 
place." " The currency having become redundant, the 
exchanges took an unfavourable turn in the early part of 
1792 ; and the Bank of England having been in conse- 
quence obliged to narrow her issues, a most violent revulsion 
took place in the latter part of 1792 and the beginning of 
1793."— (ilfr. McCulloch.) 
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Mr. Macpherson describes " the general calamity," 
and observes, " The natural and unavoidable con- 
sequences of a previous overflow of paper, a fall in 
the exchanges, and an exportation of bullion, took 
place early in 1792, or about twelve months laefore 
the breaking out of hostilities." 

4178. " What is the next period to which you refer? " — 
" The next period to which I refer is 1797. Mr. Tooke 
distinctly states, referring to this period, tliat, had the 
Bank continued to suppress notes as the gold went out, 
the crisis would have been got over. It seems to me to 
be a distinct statement that, had the Act of 1844 been 
applied to the great crisis of 1797, the crisis would have 
been got over ; in other words, we should have escaped the 
suspension of specie payments." 

4179. " During all these periods the bank note was by 
law convertible into bullion ? " — " During the whole of this 
period the bank notes were convertible at the wiU of the 
holder." 

His Lordship then alludes to the suspension of 
cash payments, which, his Lordship thinks, the cir- 
cumstances of the times may have made it " doubtfiil 
whether the Suspension Act was not a justifiable 
measure." 

4180. "The next period is 1800. The deficient harvest of 
that year caused a considerable exportation of the precious 
metals." 

As the bank notes were not payable in coin, it 
seems unnecessary further to allude to this period. 

4182, 4183. " We now arrive at the great crisis of 
1825. Between June, 1824, and October, 1825, from ten 
to twelve millions of coin and bullion were exported, and 
during the greater part of that time the Bank was still 
putting out its notes, and the provincial banks issued as 
many as they could, till the country was deluged with paper 
money. In 1825, there was from thirty to forty per cent, 
more paper money out than in 1822." — Pictorial History of 
England. 

4184. " The next period of great monetary importance 
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is, no doubt, the period from 1833 to 1839." " In August, 
1839, the bullion was 2,444,000 ; the amount issued upon 
securities by the provisions of the Act of 1844, 14,000,000, 
would have made a total issue of 16,444,000; but the 
actual issues again at that time, with no reserve for the 
banking purposes of the Bank of England, were 18,014,000." 
After giving various statements, his Lordship proceeds : — 
" I submit to the Committee it is perfectly clear that the 
Act of 1844 would have imposed an early and most salutary 
restraint upon improper and mischievous over-issues, and 
would have rendered it impossible that monetary affairs 
should have reached the disastrous extremity, to which, 
in the absence of the provisions of that Act, the country 
was reduced." 

4185. Lord Overstone, July 14, 1857.—" In the first 
place, if the accounts, as now published, had been published 
at that time, the state of things here set forth could not 
have been reached, because it would have appeared by 
the published accounts, long before matters reached this 
point, that the reserve of the Bank of England was abso- 
lutely exhausted. In the second place, this amount of notes 
could not have been put out ; the Issue Department would 
not have issued such a quantity of notes. In the third 
place, it is quite clear that, had the accounts been then 
published, as they are now published, the public and the 
Bank would both have seen the steady, and regular, and 
irresistible diminution of the banking reserve ; and, seeing 
that, they would have been compelled to resort to pro- 
tective measures to make their rate of interest correspond 
to the increasing value of money ; and in that way the 
reduction of bullion to anything like the amount here 
stated would have been absolutely impossible; in other 
words, we should, at that period, have done what we 
have done in 1847 and in 1857. We should have pre- 
served the bullion at an amount never below 8,000,000Z. ; 
we should have introduced correctives in an early stage 
of the business. The value of money would have increased 
the moment the bullion began to go out of the coimtry, 
and that gradual increase in the value of money would 
have produced a gradually increasing pressure upon all 
those circumstances which are the true correctives of a 
drain. If there ever was a case of moral consideration 
to which you could rationally and fairly apply the term 
' demonstration,' I do not know how anything can be 
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demonstrated if these facts do not demonstrate, beyond all 
possibility of controversy, that the Act of 1844 would have 
protected us in every one of those periods." 

Is it to be assumed that the community, the 
merchants, the traders, the mechanics, the labourers, 
would " in every one of those periods " have been 
perfectly passive, during a fall of prices of, perhaps, 30 

per cent for the "increase in the value of money" 

is, in reality, a fall in the prices of commodities — ^were 
the directors the only persons who would be anxious 
to protect their interests, would the Government 
witness such distress as occurred in 1847 and in 
1857 with indifference, did they not repeal the Act 
in the disastrous years of 1847 and 1857? Of 
what use was the 8,000,000 in the Issue Depart- 
ment ? This bullion was of no use whatever, but 
the fall in the prices of commodities enabled the 
foreign merchants to export these cheapened com- 
modities: and the ruined markets at home obliged 
them, in their defence, to import bullion ; and what 
assurance do those years afford that the publication 
(p. 490 ante, 4185) of the accounts would have applied 
" the true correctives," or that the public would have 
borne the " protective measures," or that pressure 
upon the industry of the country is the proper cor- 
rective? Do we forget the disasters of 1847 and 
1857? Is the Bank of England every thing, and 
the commerce, manufactures, and industry of the 
country, comparatively, nothing? His Lordship 
(4189) says: "I confidently assert that without the 
Act of 1844 we should in the spring of 1847 have 
suspended specie payments." The Treasury letters 
dated 25th October, 1847, and 12th Nov., 1857, re- 
moved the restrictive principles of the Act of 1844, 
as a remedy for the difficulties of the case. 

4189. "I now pass on to 1856 and 1857. During the 
last two years, we have again been called upon to meet a 
severe and protracted drain upon the bullion, arising from 
war expenditure and other causes, and to deal also with a 
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violent disturbance in the distribution of the precious metals 
throughout the world." 

What has the Bank of England, or any other bank, 
to do with the "war expenditure," with the "dis- 
tribution of the precious metals throughout the 
world ? " All these circumstances are foreign to a 
bank, which should only look to the honest per- 
formance of its engagements and the payment of 
its debts. The export of bullion is foreign to the 
business of a bank, as foreign as the export of tea, 
tobacco, or coffee. His Lordship proceeds (4189) : 
" Suffice it to say, that by strict and prompt adherence 
to the principles of the Act of 1844, everything has 
passed off with regularity and ease, the monetary 
system is safe and unshaken, the prosperity of the 
country is undisputed, the public confidence in the 
wisdom of the Act of 1844 is daily gaining strength ; " 
and, " for further practical illustration of the sound- 
ness of the principles on which it rests," the Com- 
mittee are desired to "look at the present state of 
the trade of this country, to look at the prosperous 
condition of the revenue of the country, the con- 
tentment of the people," &c. Those who oppose 
the Bank Act would call to remembrance that, on 
the 12th November, 1857, within four months of 
this eulogy pronounced on the 14th of July, 1857, 
the Act was found to have produced so much dis- 
aster, and so much suffering, that instead of a " strict 
and prompt adherence to the principles of the Act," 
the most important provision of that Act, the limi- 
tation of issue, was suspended. And let it be 
remembered that Lord Overstone had said (4010), 
" I believe that the Bank during the last two years 
has been managed, as nearly as human affairs can 
be, perfectly." 

4015. ""Why are we recommended to abolish the se- 
paration of the accounts and to blend them into one ? " — 
" For no other purpose than to give facility for issuing 
paper notes which do not strictly, faithfully, and honestly 
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correspond with the fluctuations of the bullion, and for the 
purpose of having, at given times, a quantity of paper money 
afloat, greater than would be the quantity of metallic money 
afloat, although we call it a paper money convertible into 
metallic money." 

Two things are taken for granted, which, I sub- 
mit, have no foundation in fact ; first, the paper 
money afloat does not correspond with the metallic 
money Avhich would circulate in the absence of paper 
money, and should not correspond with it ; the very 
intention and advantage of paper money is not only 
to supply the place of metallic money, but to render 
a smaller portion of metallic money needful, and 
to increase the banker's power of lending, in order 
to facilitate commercial transactions, by substitu^ 
ting credit notes for money or metallic payment, and 
the amount of bank notes ought not to fluctuate 
with the fluctuations of bullion, which is only mer- 
chandise, like any other asset on which the Baink had 
advanced money. And the rate of interest does 
not indicate, and has no relation to the value of 
money^ of gold and silver money ; so strenuously urged 
(4185) and elsewhere. — See p. 254, 255, 444, 445, 
446, ante. Adam Smith justly observes, B. ii., c. 2 : — 

" The proportion between the value of gold and silver, 
and that of goods of any other kind, depends in all cases 
not upon the nature or quantity of any particular paper 
money which may be current in any particular country, 
but upon the richness or poverty of the mines, which 
happen at any particular time to supply the great market 
of the commercial world with those metals. It depends 
upon the proportion between the quantity of labom- which 
is necessary, in order to bring a certain quantity of gold 
and silver to market, and that which is necessary in order 
to bring thither a certain quantity of any other sort of 
goods." 

For his opinion on the free competition of bankers, 
see p. 237, ante. His opinion as to the necessity or 
use of the quantity of paper money in circulation 
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being represented by an equal quantity of gold and 
silver is declared as follows: — B, ii., c. 2. 

"A particular banker lends among his customers his 
own promissory notes to the extent, we shall suppose, of 
a hundred thousand pounds. Though he has generally in 
circulation, therefore, notes to the extent of a hundred 
thousand pounds, twenty thousand pounds in gold and 
silver may frequently be a sufficient provision for an- 
swering occasional demands. By this operation, therefore, 
twenty thousand pounds in gold and silver perform all the 
functions which a hundred thousand could otherwise have 
performed; and if different operations of the same kind, 
should at the same time be carried on by many different 
banks and bankers, the whole circulation may thus be con- 
ducted with a fifth-part only of the gold and silver which 
would otherwise have been requisite." 

In considering the question of excessive issues by 
banks, we must not confound the issue of notes with 
the circulation of notes ; nor the wants of customers 
or borrowers with the wants of the community; the 
borrowers want a loan of money, the community 
require only a sufficiency of circulating medium; the 
excess of notes will be returned to the issuer. 

T. M. Weguelin, Esq., M.P., 29 May, 1857. —996. " Look- 
ing back over the time during which you have been connected 
with the Bank of England, which has comprised varying 
periods, sometimes of dull trade, sometimes of active trade, 
sometimes of speculation, and sometimes of depression, 
would you not say that while you have seen very great 
variations in the amount of the advances of capital and in 
the amount in securities held by the bank during the whole 
. period, the circulation has been comparatively little affected? " 
— " Very little indeed." 



495 



CHAP. VI. 

ON THE COMJIITTEE'S DEPINITIOST OP THE GOLD SOVEBEIGN, AND 

BANK OF ENGLAND NOTES THESE NOTES ARE ISSUED AND 

CIKCTJLATED ON CREDIT, AND ARE NOT MONET— ON THE RELA- 
TION BETWEEN THE BANK AND THE ISSUE OF NOTES — ON THE 

RESUMPTION OF CASH PAYMENTS THE REMEDY PROPOSED BT 

THE BULLION COMMITTEE "WAS INCOMPLETE. 

Kefekking to Sec. 59, p. 426, ante, it is said, " At 
the Mint, a piece of standard gold weighing 5 dwts. 
3*274 grains troy, is verified by a stamp, and being 
then called a sovereign is returned to its owner;" 
but it is not simply a stamp, verifying its weight and 
fineness, which constitutes it gold money; it is not 
the stamp of the Mint only; this would apply to 
ingots of gold, wbich are also assayed at the Mint, 
and their weight and fineness verified. The sove- 
reign is verified as money ^ by the Royal Proclamation, 
declaring its rate and value in the payment of debt, 
which distinguishes it from bullion, from uncoined 
pieces of gold, whicb are not money. 

Is the process at the Mint thus described to em- 
brace both coined and uncoined gold, bullion, agree- 
ably to the favourite theory of the present system, 
money, and merchandise ? Why is the " sovereign " 
" the gold money which alone is the standard of yalue 
in this country," that which measures the value of 
aU the property of the kingdom thus lightly treated? 
Why is the money, the only money of the realm, said 
to be "then called a sovereign," the gold coin which 
bears the image and superscription of the Sovereign, 
and the value of which "may he known on inspection "f 

" At the bank five times the same quantity is 

K K 
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received into the coffers for custody, and in return 
a paper called a five pound note is given to the 
owner of the gold." This description of the Bank 
would better suit a store-keeper, giving his receipt 
to the owner of the gold, who alone would be entitled 
to claim it. 

As the piece of standard gold, after the verification 
of its weight and fineness, is said to be ^^ called 
a sovereign," without naming by whom it is so 
called, so now the five pound Bank of England note, 
the solemn promise of the Governor and Company 
of the Bank of England to pay the bearer of the 
note on demand five sovereigns, a definite sum of 
money, instead of being described as of that para- 
mount importance which all contracts justly claim, 
is termed " a paper called a five pound note," which 
is said " to entitle the owner of the gold, at his 
pleasure, to return the note, and demand for it sove- 
reigns, which contain an equal quantity of bullion." 

One would suppose from this description that the 
" sovereigns " were subservient to the bullion ; they 
are to contain "an equal quantity of bullion;" the 
quantity of bullion seems to determine it to be 
money. 

The bank note entitles the bearer to five sove- 
reigns, not exclusively the owner of the gold, who 
deposits it, of whom the bearer may have no know- 
ledge ; if it were confined to the depositor, the owner 
of the gold, it would not be a circulating note, it 
would not be paper-money. Is it not the simple 
fact that the Bank of England, like any other bank, 
pays for the gold it buys with its promissory notes 
or credit notes ? 

Sect. 59. It is said, " so intelligible and so simple 
is the relation between the Government and the 
issue of money; so entirely is the Bank of England 
excluded by statute from the exercise of any discre- 
tion whatever in this respect." This is true with 
respect to the issue of gold money, but with respect 
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to the currency, which Sir R. Peel calls money, is it 
not avowed — is it not the principle of the Act that the 
Bank of England (p. 163, ante) should exercise a con- 
trol over the currency, over the issue of bank notes 
by the banking department, by raising the rate of 
interest, or by the withdrawal of notes, in order to 
depress trade and bring bullion to the banking 
department ; to enable the banking department with 
this bullion to procure notes from the issue depart- 
ment ; or to obtain bullion with these notes for 
exportation; and by lowering the rate of interest to 
expand the commerce of the country ; in order " to 
employ the reserve in the banking department ? " 
(See p. 295, [608,] ante.) 

May not the word " issue " mislead, as the expres- 
sion of payment of debt? When the merchant buys 
on credit, and pays the debt by a bill of exchange 
payable two months after date, he does not say he 
has issued this paper; and when a banker, whether 
the Bank of England or other bank, pays for the 
merchant's bill of exchange his own notes, payable 
to bearer on demand, he pays by credit, however 
secured; the merchant trades on credit and the 
banker trades on credit, and in the Bank Act, clause 2, 
it is said, " And the whole amount of Bank of 
England notes then in circulation, including those 
delivered to the banking department of the Bank of 
England, shall be deemed to be issued on the credit of 
such securities, coin, • and bullion so appropriated, 
and set apart to the said issue department;" these 
notes circulate on credit. So far are these bank 
notes from being money, that they avow a debt to 
be due, an engagement to pay money ; they are not 
a legal tender, everywhere, for the payment of debt, 
but an engagement to pay sovereigns, the only legal 
tender, and the only standard of value, and the 
only money, with the gold half-sovereigns, and the 
silver coins, to the amount of forty shillings, in the 
United Kingdom; and have been the only money, 

K K 2 
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as stated in the preamble to the " Sydney Branch 
Mint Act, " for the last forty-eight years, since 1816; 
since the repeal of "that fatal measure," so-called 
by Sir Robert Peel, for restricting cash payments by 
the Bank of England; or more properly, perhaps, 
since 1823. (See pp.-466 and 472, ante.) 

The Bullion Committee, in 1810, during the exist- 
ence of the Bank restriction, made their report, of 
which the following is an extract : — 

" That there is at present an excess in the paper circula- 
tion, of which the most unequivocal symptom is the high 
price of bullion, and next to that the low state of the Con- 
tinental exchanges ; that this excess is to be ascribed to the 
want of a sufficient control in the issues of the Bank of Eng- 
land, and originally to the suspension of cash payments, 
which removed the natural and true control. 

" According to the judgment of your Committee, no suf- 
ficient remedy for the present, or security for the future, 
can be pointed out, except the repeal of the law which 
suspends the cash payments of the Bank of England." — 
Harris's History of the Bank of England, vol. i. p. 286. 

This Report was made during the suspension of 
" cash payments." We have restored this " natural 
and true control in the issues of the Bank of Eng- 
land;" we have repealed the law which suspended 
"cash payments;" yet very nearly the same argu- 
ments are used by the supporters of the Bank Act — 
that Act imposes a limit upon the issues of the 
Bank of England, and other bankers, in order to pre- 
vent excessive issues; Sir R, Peel, p. 143, anth, "under 
a system of unlimited competition; although it be 
controlled by convertibility into coin, there is not 
an adequate security against the excessive issue of 
promissory notes" p. 144. " If we admit the principle 
of a metallic standard, and admit that the paper cur- 
rency ought to be regulated by immediate reference 
to the foreign exchanges,— that there ought to be 
early, contractions of paper on the eJHux of gold," 
p. 163, anth — " We think it of great importance to 
increase the controlling power of a single bank of 
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issue. We think it the wisest course to select the 
Bank of England as that controlling and central 
body." 

The same complaint and fear of over issues, the 
same reference to the foreign exchanges, the same 
necessity of control, are arguments urged now as 
during the suspension of cash payments. 

Whence can arise this seeming incongruity ? The 
Bullion Committee did not propose the appropriate 
and complete remedy. 

The Committee made no provision against the 
payment of Bank of England notes in bullion ; they 
overlooked this great error of our monetary system, 
which mode of payment prevailed before and after 
the suspension of cash payments, and still exists. 
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CHAP. VIL 

ON THE BILL OF SIR K. PEEL HIS BILL DIFFEES FKOM THE 

ACT HIS OPINION OP THE SYSTEM THEN EXISTING LIMITA- 
TION OP ISSUE TO SUPPLY THE PLACE OP COMPETITION ON 

THE BULLION BEING WAREHOUSED AS BONDED GOODS POE EX- 
PORTATION ON THE BANK RESERVE ON BANK NOTES AND 

COINS AND BULLION — ON THE BULLION, ETC. 

In sec. 63, p. 429, ante, Lord Overstone is re- 
ported to have declared, " The Act is, as far as I 
know, the Act of Sir Robert Peel, and the immortal 
gratitude of this country is due to him for the 
service rendered to it by the passing of that Act." 

It is worthy of remark, that the BiU introduced 
and propounded by Sir Robert Peel differs essen- 
tially from the Act which was passed by the legis- 
lature. 

Sir Robert Peel, p. 57 ; see p. 164, ante : " Take the 
case at present; the Bank is possessed of a great 
amount of bullion, not less than 16,000,000^, The 
banking department of the Bank of England wiU be 
possessed of not less than 30,000,000Z. of bank notes 
—14,000,000/. issued on securities and 16,000,000?. 
on bullion; a great proportion of these bank notes 
will necessarily lie dormant in the coffers of the 
banking department, because it is not probable that 
more than 22,000,000/. can be made available for 
the supply of the legitimate demands of commerce." 
According to this statement, notes were to be given 
to the banking department for all the bullion taken 
from the Bank of England, and for fourteen millions 
issued on securities. 
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It was the intention of Sir Robert Peel, p. 79, to 
supply the void occasioned by the failure, or the with- 
drawal of notes by the country banks, from the sup- 
ply of notes lying dormant, which he supposed might 
be 6,000,00OZ. 

Sir Robert Peel does not advert to the notes then 
in the circulation as a portion of the notes issued; 
he reasons as though the notes were to be issued de 
novo, upon fourteen millions of securities, and the 
remainder upon bullion, upon a different security 
than before the passing of the Bank Act. 

If the banking department had notes for all the 
bullion in the bank transferred to the issue department, 
and for fourteen millions on securities, all the bullion 
in the issue department might be exhausted by means 
of the notes in the banking department, which would 
militate against the following position: 

3980. — The Act of 1844 "has secured such an 
amount of paper money in this country as shall ren- 
der it impossible for the bullion resei've to be drained 
out of the country." 

P. 442, ante, 3901 "We always said that when- 
ever the accounts were put into a correct and 
intelligible and honest form, we should then have 
some knowledge of the bank reserve, and that that 
bank reserve was a very important part of the 
question." 

What is the bank reserve ? Is it a reserve of 
receipts of bullion for exportation, or of notes pay- 
able in coins for the domestic circulation? The 
notes are made to answer both purposes. 

Sir Robert Peel relied upon the power of reducing 
the amount of notes, if required, to 11,000,000^. 
(p. 164, ante). He makes no allusion to raising the 
interest of money in order to protect the bullion. 

P. 170, ante.—'&iv Robert Peel, p. 77 : " The Act 
of 1819 restored a metallic standard; it required that 
promissory notes should not be issued excepting on 
the condition that they were convertible into gold at 
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the will of the bearer. They are issued on that con- 
dition. Under the system that exists, they may not 
for a time conform in value to gold — they may be 
issued in excess — they may be the means of afford- 
ing a greater degree of temporary accommodation 
than could be afforded by a metallic currency — ^they 
may increase prices, and create for a time the ap- 
pearance of prosperity," &c. " If you adhere to a 
metallic standard — that standard will assert its su- 
premacy," &c. 

Since the repeal of the Bank Restriction Act, we 
have always had a metallic standard, and the object 
of adopting a circulation of bank notes, and the 
merit of that adoption, is to enable those who issue 
bank notes to afford loans of money beyond what 
they would otherwise do. But the banker promises 
to pay his notes in money, not in gold — ^not in un- 
coined gold — not in bullion. It is not the metallic 
standard which should assert its supremacy in the 
payment of bank notes, but truth in the performance 
of the promise agreeably with the tenor of the con- 
tract expressed in the note. 

I have ,said (p. 146, ante) — " The rivalship 
now is between the demand for the " great mer- 
cantile republic" and the great national bank." 
The international traders want the gold for exporta- 
tion; the National Bank, agreeably to the tenor of 
the note, have only occasion for money, for coins — 
the money they promise to pay. The foreign mer- 
chants want only the most convenient commodity, 
and seek not the national money ; if they receive 
bullion or coins for exportation, they must first be 
sold for the money of the country where the debt 
is due, in the same manner as any other commodity, 
and other commodities would supply and do supply 
their place, but not so conveniently. By the present 
Bank Act, and by the practice of the bank, the pay- 
ment in money at home is confounded with the 
-payment by means of merchandise abroad. I am 
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aware that in the United States it is enacted, that 
the gold coins of Great Britain are " receivable in all 
payments : " but they must be of a certain weight 
and fineness; they are receivable in all payments '•'•hy 
weight " — their value is not known on inspection. 

Sir Robert Peel would substitute limitation of 
issue by law in the place of competition of issue 
imposed by the rivalry and self-interest of separate 
banks. As I have observed (p. 198, ante) — " And all 
acting upon the same pi-inciple, the circulation is 
reduced to the lowest amount that is consistent with 
the w*ants of the community." 

If we separate the domestic circulation of coins 
and paper money from the exchanges, from the efflux 
and influx of bullion, by establishing a deposit bank, 
or rather warehouse for bullion, each depositor being 
the owner of his own bullion, with the power of 
transfer by the owner, on the principle of bonded 
goods — as tobacco bonded for exportation or home 
consumption, the tobacco being exported in its crude 
state, or taken for home consumption by the manu- 
facturer, the bullion, being also taken uncoined for 
exportation, or taken for coinage for domestic circu- 
lation, at a certain rate, say 3Z. 17s. 2d. per oz. — all 
confusion vanishes ; and the exaction of exorbitant 
interest being forbidden by law, and, taking truth 
and justice for our guide and principle, all injustice, 
under the name of " pressure," would likewise cease. 
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CHAP. VITL 



FIRST STATEMENTS OF THE BANK OF ENGL AND —BLACKSTONE ON 

PROMISSORY NOTES — A MORE SIMPLE STATEMENT SUGGESTED 

ON THE SECURITY OF THE BANK OF ENGLAND NOTE — ON THE 

SECURITY BEING REALISED ON THE EFFECT OF LIMITATION 

ON OBTAINING BULLION BY CHEQUES. 

P. 1 — The following is the first statement of the 
Bank of England, after the passing of the Bank 
Act:— 7th day of Sept. 1844:— 
Issue Department. 



Notes issued 



1628,351,295 



28,351,295 



Government debt 
Other securities 

Gold coin and bullion 
Silver bullion 



Dk. 

Proprietors' Capital 

Rest 

Public Deposits (in- 
cluding Exchequer, 
Savings Banks, Com- 
missioners of National 
Debt and Dividend 
Accounts) . 

Other Deposits 

Seven-day and other 
Bills . 



Banking Department. 



£14,553,000 
3,564,729 



3,630,809 
8,644,348 

1,030,354 
31,423,240 



Public Securities, 
including Dead 
Weights Annuity 

Other Securities 

Notes 

Gold and Silver Coin 



£11,015,100 
2,984,900 

14,000,000 

12,657,208 

1,694,087 

28,351,295 



Ce. 



£14,554,834 

7,835,616 

8,175,025 

857,765 



31,423,240 

By the 2nd clause of the Bank Act it was enacted (p. 383, 
ante), " That upon the 31st day of August, 1844, there shall 
be transferred, appropriated, and set apart by the said 
Governor and Company to the issue department of the 
Bank of England securities to the value of fourteen million 
pounds, whereof the debt due by the public to the said 
Governor and Company shall be and be deemed a part ; and 
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there shall also at the same time be transferred, appropri- 
ated, and set apart by the said Governor and Company to 
the said issue department, so much of the gold coin and 
gold and silver bullion then held by the Bank of England 
as shall not be required by the banking department thereof; 
and thereupon there shall be delivered out of the said issue 
department into the said banking department of the Bank 
of England, such an amount of Bank of England notes 
as, together with the Bank of England notes then in circu- 
lation, shall be equal to the aggregate amount of the 
securities, coin, and bullion so transferred to the said 
issue department of the Bank of England; and the whole 
amount of Bank of England notes then in circulation, in- 
cluding those dehvered to the banking department of the 
Bank of England as aforesaid, shall be deemed to be 
issued on the credit of such securities, coin, and bullion so 
appropriated and set apart to the said issue department, 

Blackstone's Commentaries, B. 2, c. 30 : — 

" But there is one species of debts, upon simple contract, 
which, being a transaction now introduced into all sorts of 
civil life, under the name of ■paper credit, deserves a more 
particular regard. These are debts by Bills of Exchange 
and Promissory Notes." 

"Promissory notes, or notes of hand, are a plain and direct 
engagement in writing to pay a sum specified at the time 
therein limited to a person therein named; or sometimes 
to his order, or often to the bearer at large." 

Is it a fact that, agreeably to the second clause of 
the Bank Act, the issue of Bank of England notes 
rests upon fourteen millions of securities, and the 
remainder upon coin and bullion, agreeably to the 
theory of the present system? 

The last quarterly return published 16th August, 
before the Bank Act came into operation, states : — 



Circulation , . £21,324,000 
Deposits . . 14,090,000 

35,414,000 



Securities . , 22,908,000 
Bullion . . 15,579,000 

38,487,000 



J. B., Downing Street. 

The notes, 21,324,000/., were not issued upon 
14,000,000Z. of securities, and the remainder upon 
bullion. These notes in circulation rested upon such 



508 A SIMPLE STATEMENT SUGGESTED. chap. viii. 

securities, bills of exchange, bullion, and other assets 
as the Bank Directors approved of. 

The notes in circulation at the time of passing the 
Bank Act, were to be included in the amount of 
Bank of England notes permitted to be issued; 
these notes amounted to 20,176,270?,; these notes 
continued to circulate on the same description of 
securities, before and after the passing of the 
Bank Act; and it is illusory to suppose that they 
are issued or circulated on different securities. The 
Government debt is a guarantee fund now, as it 
was when Adam Smith wrote (B. 2, c. 2, p. 124, 
ante) — " The stability of the Bank of England is 
equal to that of the British Government. All that 
it has advanced to the public must be lost before 
its creditors can sustain any loss.'' 

The amount of notes in circulation is not given 
in the weekly statements, and must be found by de- 
ducting the notes in the banking department from 
the notes permitted to be issued; as these two items, 
8,175,025?. and 20,176,270?., comprise the amount 
of notes permitted to be issued, 28,351,295. 

A simple statement of the amount of notes issued . £ 28,351,295 
from whicli deducting the notes in circulation . 20,176,270 

would show the amount of the reseiTe . . . 8,175,025 

to which so much importance is attached, 3895, 
"which everybody knows and everybody watches." 

The notes in the hands of the public forming the 

circulation were £ 20 176 270 

And tha bullion and coin in the Bank of England 
transferred to the issue department were . . 14 .351 295 

Together 34,527,565 

And the notes allowed to be issued were . . 28,361 295 

~6,176,270 



Here is a difference of 6,176,270?., being so much 
bullion transferred by the Bank of England to the 
issue department, and for which no notes were 
given to the banking department. 
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The issue department took all the bullion and 
gave notes to the banking department for so much 
of the bullion only as, with fourteen millions issued 
on securities, should equal the amount of notes per- 
mitted to be issued by the issue department. 

This amount of bullion, 6,176,270?., remains in 
the issue department, and for which no notes have 
been given ; and the only means of procuring notes 
to withdraw this bullion is by taking them from 
the circulation ; but it is presumed that the with- 
drawal of notes from the circulation to procure all 
this bullion would so distress commerce, that the 
notes will never be all presented for payment in 
bullion ; it would reduce the circulation to 14,000,000?., 
and therefore, it is said, no provision of bullion is 
made for 14,000,000?. of notes; and the bullion will 
not be exhausted. 

It is said in clause 2 : — " That the whole amount 
of Bank of England notes then in circulation, in- 
cluding those delivered to the banking department 
of the Bank of England as aforesaid, shall be deemed 
to be issued on the credit of such securities, coin, and 
bullion so appropriated and set apart to the said 
issue department." 

Were the notes in circulation before the passing of 
the Bank Act issued on the credit of such securities, 
coin, and bullion? — Certainly not. They were issued 
or paid in discounting bills, &c.,orinpaymentof bullion 
and other assets : the circulation rested on the same 
credit before and after the passing of the Bank Act, 
on the credit of the bills the Bank discounted, &c., with 
the security, also, or guarantee of the Government 
debt and the proprietors' capital. 

The Bank of England still issue their notes in 
payment of bills offered for discount, and other satis- 
factory securities. "Why should they be deemed to 
be issued in a different sense from what they are 
issued? and why is the circulation, the notes with the 
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public, which is the only portion of the notes which 
forms a debt of the Bank, omitted? 

"With due deference I make these remarks, and I 
would also observe that the Government debt and 
the bullion are only a security now, as before the 
Bank Act, and I cannot comprehend the force of the 
following reasoning. 

J. G. Hubbard, Esq., June 26, 1857 :— 

2633. — " I beg to observe that there is an immense differ- 
ence between a security which is realised and a security 
which is merely dreamt of. Before the Act of 1844, the 
security was one resting only upon opinion — resting upon 
caprice and arbitrary action, and uncontrolled by any legal 
limit — and you cannot have security without limitation." 

2634. — " Was not it equally the case before the Act of 
1844, as it has been since, — that the security for the pay- 
ment of the notes was the bullion which the Bank held to 
meet them ? " — 

" Bullion was the material in which the promise was to 
be fulfilled, but bullion never was provided for the payment 
of all the bank notes." 

" You have now an amount of bullion which is equally 
incapable of meeting all those notes, but which is more than 
capable of meeting all the notes which, under any event 
short of a popular revolution, could possibly be presented." 

" Before the Act of 1 844, you might have issued an in- 
definite amount of credit paper; and if you had issued an 
indefinite amount of credit paper, you could not possibly 
have redeemed those notes in bullion when a crisis came ; 
that would have endangered their convertibility." 

2635. — " The whole, therefore, amounts to having a proper 
reserve of bullion to meet the liabilities of the Bank ? — No ; 
it is impossible to say that any given amount of bullion 
would meet all the notes ; it must be done by a limitation of 
the amount of credit paper." 

What is meant by a security realised? — A security 
for the payment of a debt may be sold, and with the 
money a debt may be paid; a security is only a 
guarantee for the payment; limitation of issue, 
" when a crisis comes," does not ensure the converti- 
bility of the note, that is, the payment of the note 
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in bullion by the Bank of England. By limitation the 
prices of goods, the property of others, are lowered, 
and these goods are exported instead of bullion ; but 
this is neither payment nor convertibility in bullion 
of the note by the Bank of England. 

Two things are to be proved, that the Bank of Eng- 
land note is payable in bullion, and that appropriation 
of the property of others by pressure, to obtain the 
bullion or to retain the bullion, is justifiable. 

No additional notes can be issued by the issue de- 
partment without a corresponding amount of bullion 
being there deposited ; therefore the excess of bullion 
beyond the notes continues the same. 

The bullion taken to the issue department for notes 
does not affect the amount of notes relatively to the 
bullion there; but the amount of notes in the cir- 
culation affects the amount of notes available for 
presentation to obtain bullion through the banking 
department. 

There will always be in the issue department an 
amount of bullion which cannot be claimed, equal 
to the excess of notes in circulation compared to 
the amount of notes issued on securities. 

In times of commercial embarrassment, when the 
notes in circulation or hoarded are the greatest, 
the bullion in the issue department will be com- 
paratively the greatest, as happened in 1847, 1856, 
1857, when about eight millions of bullion were 
locked up in the coffers of the issue department. 

If the amount of bullion in the issue depart- 
ment were equal to all the notes issued, the result 
would be that there would be gold lying idle in the 
issue department equal to all the notes in the cir- 
culation and in the banking department; but the 
effect would be, not that there would be more bul- 
lion available for the foreign trade, but that there 
would be locked up in the coffers of the issue de- 
partment fourteen millions of bullion, in addition 
to the eight miUions in 1847 and 1857; there would 



510 ON BULLION OBTAINED BY CHEQUES. chap. viii. 

be twenty-two millions of bullion ; and, on the con- 
trary, if sixteen millions or eighteen millions of notes 
were issued on securities, there would be six millions 
or four millions of bullion, instead of eight millions, 
lying idle in the issue department ; the bullion could 
not be drained from that department. The securi- 
ties and the bullion locked up in that department 
are equally unavailable for exportation, neither is the 
bullion available for the home circulation of coins. 

Sir Robert Peel, p. 22, p. 142, ante:—"l will not 
weary the House with a discussion as to the pre- 
cise nature of deposits, and whether they constitute 
a part of the currency of the country." 

The bullion in the Bank of England previously to 
the Bank Act, including the 6,176,270Z. in the issue 
department, was a deposit, for which the depositors had 
received either bank notes or a credit, and the de- 
positors might have obtained this bullion either by 
cheques or Bank of England notes : the claim of the 
depositors and the liability of the Bank remained the 
same, before and after the passing of the Bank Act, 
but the means of obtaining the bullion were changed; 
the depositors could no longer demand the bullion 
with cheques; they could only obtain it with Bank 
of England notes, and the Bank notes issued were 
limited to that amount, that notes could not be spared 
from the circulation to demand it — as Lord Over- 
stone states (pp. 341, 342, antk) : — 

3980.—" The Act of 1844 has secured such an amount of 
paper money m this country as shall render it impossible for 
the bullion reserve to be drained out of the country." And 
4027 :— " There is such a quantity of bullion held in reserve 
that the country will never bear a reduction of its notes to 
so low an amount as to exhaust its bullion." 

The six or seven millions of bullion, for which no 
notes were given to the banking, department, remain 
m the issue department for want of notes to obtain it 
as they cannot be spared from the circulation; and 



CHAP. VIII. ON PAYMENT OF BULLION BY THE BANK. 511 

this bullion cannot be demanded by cheques, as before 
the passing of the Bank Act. It is not the limitation 
of the amount of bank notes only, but the limitation 
of payment by bank notes alone, which prevent the bul- 
lion being exhausted. I am not aware that there is 
any obligation on the issue department to deliver bul- 
lion in payment of Bank of England notes presented 
by the banking department. Sir Robert Peel (p. 62) 
speaks of incurring " no risk of infringing upon 
that principle, which will impose a positive obliga- 
tion upon the Bank to receive gold in exchange for 
notes, and to pay notes in gold coin on demand." 

And the 2nd clause of the Bank Act enacts 
(p. 383, ante) : — 

" From and after such transfer and appropriation to the 
said issue department as aforesaid, it shall not be lawful for 
the said Grovernor and Company to issue Bank of England 
notes, either into the banking department of the Bank of 
England, or to any persons or person whatsoever, save in 
exchange for other Bank of England notes, or for gold coin, 
or for gold or silver bullion received or purchased for the 
said issue department, under the provisions of this Act ; or 
in exchange for securities acquired or taken in the said issue 
department under the provisions herein contained." 

The issue department must give Bank of England 
notes for bullion, but I do not find in the Act that 
that department is obliged to give bullion for notes. 
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CHAP. IX. 

ERROR OF THE AUTHOR SIR R. PEEL ON THE POUND THE BANK 

OF ENGLAND CANNOT PURCHASE BULLION ABROAD — EXTRACTS 

FROM THE REPORT OP THE COMMITTEE ADAM SMITH ON A 

PRETENDED PAYMENT OF NATIONAL DEBTS MR. WEGUELIN ON 

PRESSURE REMARKS ON THE NEW MONETARY SCIENCE — MR. 

HUBBARD ON THE RESERVE MR. KODWELL ON THE RESERVE 

REMARKS ON COMMERCE BEING GOVERNED BY THE RESERVE. 

In the first part of this treatise I considered the 
subject o£ the currency, under the erroneous impres- 
sion, that it was obligatory on the Bank of England 
to pay bullion for their notes, when demanded; and 
by the establishment of a bonded warehouse for bul- 
lion as for other goods, such as is described p. 110, 
ante^ I purposed to supersede that demand by making 
each owner of bullion the storekeeper of it, as of any 
other commodity in bond. 

Sir Robert Peel, by a wrong definition of the 
" pound," included in that definition bullion or un- 
coined gold, which is not money, but merchandise; 
it would apply to ingots of gold which vary in value 
according to their weight and fineness, and which are 
valued by the " sovereign," the only money, and can- 
not themselves be money ; it would be valuing money 
by itself, which is impossible. In pursuance of Mr. 
Ricardo's plan, we are informed by Mr. Haggard, 
p. 34 : " There were stamped at the Mint 2028 ingots, 
which the Act states should be 60 oz. bars, but not 
one of the number was precisely that weight." At 
the conclusion of the first part of this treatise I ob- 
served : " I submit, that the Bank of England should 
have nothing to do with the exportation and import- 
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ation, or with the trade, of bullion. It is a commo- 
dity which should be viewed, with regard to the 
foreign trade, in the same light as tobacco or sugar," 
and which, I now add, the Bank of England is under 
no greater obligation to deliver in payment of their 
notes than they are obliged to pay their notes with tea, 
tobacco, or any other merchandise, and which the state 
should absolutely prohibit, as the bullion, when not in 
the home market, cannot be purchased abroad by the 
Bank of England, who have no commodities and where 
their notes are not current. 

The Bank should be superseded by the warehouse ; 
the warehouse for hullion, and the Bank for money, 
notwithstanding the consent of the borrower and 
banker to pay and receive bullion in payment of the 
note, on the principle alluded to (p. 473, ante), of the 
obligation of building party walls ; because it involves 
the insecurity of property, and "ought to be restrained 
by the laws of all governments, of the most free as 
AveU as of the most despotical." 

The committee of 1857 entertain no doubt of the 
propriety and necessity of securing by the Bank 
of England an adequate supply of bullion, as will be 
seen by the following extracts from their report : — 

" Section 60.— That the public welfare, in times of com- 
mercial disaster, requires the maintenance of an adequate 
supply of bullion at the Bank, is the opmion of Mr. iooke, 
Mr Newmarch, and Mr. Mill, as well as of Lord Overstone, 
Mr Norman, and Mr. Hubbard. That the supply neces- 
sarily maintained in the coffers of that establishment, under 
the provisions of the Act of 1844, is greater than that which 
was ever maintained under circumstances of pressure m 
former times, is a fact beyond dispute. 

« That the opinion of the present Bank directors is strongly 
in favour of maintaining the Act of 1844, appears m the 

^^« They attribute the maintenance of that amount of bul- 
lion to the regulations provided by the Act. 

" If they had been induced to issue more than the pro- 
portion w4h the law allowed, more gold would have gone 

L I< 2 
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out by the action of the foreign exchanges, and the conse- 
quences would have been that they would have been left 
with less gold as the panic came on : and then, even with the 
permission to issue more notes, they would not have felt 
warranted in hazarding the circulation by doing so. 

" They therefore recommend that no relaxation should be 
made in the provisions of that law." 

" Section 61. — In this opinion the Governor of the Bank 
of Ireland, the representatives both of the chartered and 
unchartered Banks of Scotland, the Chairman of the Associ- 
ation of Private Bankers, and Mr. Alderman Salomons of 
the London and Westminster Bank, concur." 

" Section 66. — The main object of the legislation in 
question was undoubtedly to secure the variation of the 
paper currency of the kingdom, according to the same 
laws by which a metallic circulation would vary. No one 
contends that this object has not been obtained." 

" Section 67. — It may be laid down that in the opinion 
of every practical witness, who is an advocate for the con- 
vertibility of note, the amount of bullion retained in 
the coffers of the Bank, under the operation of the exist- 
ing law, is not greater than a due regard to prudence would 
require, even if the law were altered." 

" Section 73. — They would, however, here take occasion 
to observe, that if new provisions shall at any future time 
be made by Parliament, the great object of securing the 
maintenance, at the time of severest pressure, of an adequate 
supply of bullion, should be guarded with the utmost 
caution." 

" Section 74.— In considering these new provisions, your 
committee assume that no hazard will be incurred with regard 
to the foreign exchanges, but that the efficient action of the 
law in that respect will be duly maintained." 

" Section 81. — It appears to your committee that no mis- 
chief will result from at least a temporary continuance of 
the present state of things under which the Bank of England 
holds the powers given by the Act of 1844, subject to a 
notice of twelve months, which may at any time be given 
by the House of Commons through Mr. Speaker." 

" Section 82. — Your committee have stated the reasons by 
which it is established, to their satisfaction, that the recent 
commercial crisis in this country, as well as in America and 
the north of Europe, was mainly owing to excessive specu- 
lation and abuse of credit ; and also, that in the time of 
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pressure the houses which deserved assistance received it 
from the Bank of England ia a manner in which that 
establishment would not have been able to give it, ex- 
cept for the bullion retained in their coffers : and your com- 
mittee are satisfied to leave in the discretion of the Executive 
Government the time and prudent opportunity of giving 
further effect to those principles by which the convertibility 
of the Bank of England note has been kept above sus- 
picion." 

Adam Smith, B, 5, c. 3 : — 

" When national debts have once been accumulated to a 
certain degree, there is scarce, I believe, a single instance of 
their having been fairly and completely paid. The liberation 
of the public revenue, if it has ever been brought about at 
aU, has always been brought about by a bankruptcy ; some- 
times by an avowed one, but always by a real one, though 
frequently by a pretended payment. 

" The adulteration of the standard has exactly the same 
effect with what the French call an augmentation, or a direct 
raising of the denomination of the coin. 

" An augmentation, or a direct raising of the denomination 
of the coin, always is, and from its nature must be, an open 
and avowed operation. By means of it, pieces of a smaller 
weighj; and bulk are called by the same name, which had 
before been given to pieces of a greater weight and bulk. 
The adulteration of the standard, on the contrary, has 
generally been a concealed operation. By means of it pieces 
were issued from the Mint, of the same denominations, and, 
as nearly as could be contrived, of the same weight, bulk, 
and appearance, with pieces which had been current before 
of much greater value. "When King John of France, in 
order to pay his debts, adulterated his coin, all the officers 
of his Mint were sworn to secrecy. Both operations are un- 
just. But a simple augmentation is an injustice of open 
violence, whereas an adulteration is an injustice of trea- 
cherous fraud. This latter operation, therefore, as soon as 
it has been discovered — and it never could be concealed very 
long — has always excited much greater indignation than the 
former. The coin, after any considerable augmentation, has 
very seldom been brought back to its former weight ; but 
after the greatest adulterations it has almost always been 
brought back to its former fineness. It has scarce ever 
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happened that the fury and indignation of the people could 
otherwise be appeased." 

T. M. Weguelin, Esq., 19th May, 1857:— 

" 558. — Then the benefit of securing the convertibility of 
your currency is a general one, but the means of doing it by 
the mode in which the Bank acts, bears upon a particular 
section of the trade of this country ? — It bears upon that 
section of the trade that most uses credit, and I know of no 
other section that it can fall upon. It falls first of all upon 
those who use credit for longer periods, and ultimately it must 
fall upon aU those who use credit at all." 

"559. — Can you specify what class of bills, chiefly, are 
the long bills in this country ? — Principally East India and 
CHna bnis." 

" 560. — In the corn trade, are the bills generally of long 
date? — I think com bills are generally drawn at three months." 

The bullion is the key of the box for obtaining 
bank notes from the issue department, as bank notes 
are the key of the box for obtaining bullion, through 
the medium of the banking department; those who 
want bullion for exportation take bank notes to the 
banking department, who carry them to the issue de- 
partment, who give bullion for the amount, and can- 
cel the notes : in this way a demand for bullion at the 
banking department lessens the notes of the reserve 
to the amount of the bullion delivered, and the 
amount of the reserve is also liable to be lessened by 
a demand for coin, in consequence of an extension of 
trade requiring more notes in the circulation. The 
bullion taken from the issue department does not 
distress the banking department until it reaches a 
certain point ; and the new science consists in watch- 
ing and guarding against too great an export of 
bullion, which may affect the reserve. It therefore 
becomes of the utmost importance that every one 
should watch the reserve, and foresee the effects and 
calculate the probabilities, of its being lessened or in- 
creased : such as the state of the finances of foreign 
governments; whether they may require loans; the 



CBAP. IX. ON THE RESERVE AS A GUIDE. 517 

spirit of the commercial and trading community; 
whether the prices of sugar, tea, coffee, rum, and 
corn, are higher than is consistent with the safety of 
the reserve; whether any nation is likely to want 
more gold or silver than usual; whether the peace of 
Europe is likely to be maintained; whether the 
growing crops promise an abundant or a deficient 
ha,rvest ; how the weather is likely to be, and what 
winds are likely to prevail affecting the arrival 
of the gold ships ; whether the mines in California, 
Australia, and Columbia, are likely to be productive, 
&c. All these premonitory symptoms, indicating a 
probable increase or decrease of the reserve, should 
be carefully watched by the bankers, merchants, 
manufacturers, mechanics, workmen, and agricultural 
labourers, and should not be disregarded by those 
interested in railway traffic. '■'■Risum teneatis, amiciV 

The present system regulates or nullifies the demand 
for bullion at the pleasure of the directors, and which 
is not a real payment of bullion on their part, but a 
real payment in goods and securities lowered in price, 
the property of another party ; and this proceeding is 
supposed to be justified by a statement of accounts, 
weekly published, showing the amount of notes at the 
service of the banking department for conducting 
their business, either in the trade of discounting with 
notes for the domestic or national circulation, or of 
procuring, with notes, bullion for the foreign trade 
(p. 340, ante) : " 3895, which everybody knows and 
everybody watches," under the name of the reserve, 
or unemployed notes in the banking department. 

Jime 26, 1857.— Mr. Hubbard (2849) does not 
think the " bank reserve, taken as the test (the quick- 
silver, as it were, in the financial barometer)," can 
alone be depended upon : he has observed " at certain 
times, each rise of one million in the bullion had been 
accompanied by a fall of one-half per cent, in the 
loanable value of money on bills ; " but the quantity of 
bullion is subject to many "disturbing influences " 
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" which disqualify the reserve for the office of solitary- 
test." For the public generally, the variations in the 
bullion from week to week supply reliable and suffi- 
cient information as to the varying amount and 
value of money. 

Mr. Rodweil says (Report, section 67), "the coun- 
try bankers now look to the unemployed notes (in the 
Bank of England) as an infallible index of what it is 
necessary for the Bank of England to do, and for the 
country bankers to do also." 

The trade of the country is to be extended or con- 
tracted by raising or lowering the rate of interest as 
this reserve may increase or diminish ; thus the com- 
merce of Great Britain is to be subservient to the 
medium of the exchange of commodities, instead of 
the medium of exchange being governed in amount 
by the quantity of goods; and the country by "watch- 
ing " the reserve is described as a party to the pro- 
ceeding ; but lest the country may not be sufficiently 
aware of its duty, may trade more than suits the 
reserve of the bank, or raise the prices of commodi- 
ties too high for the markets abroad, the merchants 
and bankers are to be iTiade aware of their imprudence, 
by the banking department raising the rate of discount, 
giving a shock to credit, and thereby lowering the 
prices of commodities and securities, and to any ex- 
tent that the due maintenance of the reserve may 
require, in order to substitute these commodities and 
securities for exportation instead of bullion ; instead 
of self-reliance and self-government, they are to be 
guided in their commercial and banking transactions 
by the wants and by the prudence and firmness of 
the banking department ; and not only the merchant, 
the tradesman, and the dealer in foreign securities, 
and the owners of property, are to " know " and 
"watch" the reserve, but all "those who use credit 
at all." 
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CHAP. X. 

ON THE RESERVE BEING EXI'RESSED IN NOTES AND NOT IN 

BOLLION ON THE BANK OF ENGLAND BEING IN A FALSE 

rOSITION — ON THE FIXED VALUE OF MONEY, AND ON THE 
PROMISE — ON THE MEASURE OF VALUE — ON SIR ROBERT PEEL's 
DEFINITION OF THE POUND — ON THE SEPARATION OP ACCOUNTS, 
AND LIMITATION OF ISSUE — ON TllE SYSTEM BEFORE AND AFTER 
THE BANK ACT. 

T. M. Weguelin, Esq., May 22nd, 1857. 

" 884. Your notes in the Banking Department may be 
diminished in two ways, either by an increase in the circu- 
lation of the Bank, or by a withdrawal of bullion from the 
Issue Department ? — Yes." 

" 885. Do not you think, that if in your published ac- 
count the real reserve was expressed in bullion, and not in 
notes, so as to show the reduction taking place from week to 
week in the amount of the bullion, and not apparently in 
the amount of the notes, that would be a more truthful ex- 
pression of the fact to the public mind, and more likely to 
inform them correctly of the state of the case? — I think it 
would point out at once the cause of the scarcity of money ; 
that it was by the abstraction of bullion from the Bank," 

" 887. To me it appears the clearest statement that can 
be made" — especially from having been "accustomed so 
many years to look at this account in this particular form." 

Referring to Lord Overstone's evidence pp. 442, 
501, a7it^, 3901, it appears that his Lordship considers 
the great merit of the present statements to be that 
they convey, "some knowledge of the Bank Reserve." 

A statement of accounts should be intelligible at a 
glance, and require no explanation ; in my opinion 
the present elaborate statements are most compli- 
cated, and the reserve might be shown by the short 
statement, p. 506, ante. 
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885. It is admitted in the preceding extract that 
"the abstraction of bullion from the Bank is the 
cause of the scarcity of money." 

It would appear that the Bank of England was 
placed in a ialse position ; the Bank had received 
value for the notes in circulation 20,176,270^.; and 
they also held bullion at the same time amounting to 
14,351,295^.— together 34,527,565^. The Bank must 
have given notes or Bank credits for the whole of this 
amount — but the Bank was allowed by the Bank Act 
to issue notes only for 28,351, 295Z. ; — before the pass- 
ing of the Act the bullion might have been demanded 
by cheques without the intervention of notes, after 
the passing of the Act the bullion could be demanded 
only by notes — what was to be done with the bullion 
for which no notes were permitted to be issued, 
amounting to the difference between 28,351, 295Z. and 
34,527,565L, or 6,176,270^.— the state or the govern- 
ment determined that this should be placed in the 
Issue Department, to the credit of that Department — 
who could claim this bullion for which no notes were 
permitted to be issued ? — the Bank of England had 
given bank credits for this sum, and no person could 
claim it, as the notes were not available to demand 
it — and it remains in the Issue Department, and it is 
possible that the elaborate statements of the Bank of 
England are made to allow the lawful claimants 
to demand it, in the case of the winding up of 
the Bank concern, for there can be no doubt that 
among the debits of the Bank are placed these claims, 
and in the statement submitted to Mr.Weguelin (849), 
all the bullion is on the credit side of the Bank of 
England, with a corresponding amount of debits. 

Sir Eobert Peel, on introducing the Bank Bill in 
the House of Commons, observed, p. 3 : — 

" I shall, therefore, proceed at once to call the attention of 
this Committee to a matter which enters into every transac- 
tion of which money forms a part. There is no contract. 
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public or private— no engagement national or individual— 
which is unaffected by it."— p. 137, antL 

Now money forms that part of a contract which, 
under all circumstances of variation in the terras of 
a contract, remains the same : it is the measure of 
value, and cannot itself undergo a change : under all 
circumstances it is the same, in each independent 
country : however the value of the goods contracted 
for may vary, the money, the measure of that value, 
does not vary — in this country the only money, the 
only measure of value, is the gold coin, the sovereign, 
the only legal tender in the payment of debt to an 
unlimited amount. 

Whatever may be the condition of any country, 
however disturbed in its foreign relations, or domes- 
tic or national tranquillity, the measure of value, the 
money of the realm, the gold and silver money when 
free from adulteration, retains its nominal value, un- 
less produced by less labour, and sanctioned by the 
same Royal authority and laws which determined 
its value in the exchange of commodities. 

This intrinsic worth, the value of the gold coin, is 
independent of all other acts of Government, of all 
systems of banking, all overtrading; is independent 
of exports and imports, of the balance of trade, of the 
exchanges, of all external conditions; and we may 
depend upon it, that any system which militates 
against this intrinsic, self-supporting quality, is un- 
sound — and in the same manner, the contract rests 
upon the obligation and promise expressed in the 
contract: whatever the contract may be, if it be 
lawful, good faith requires its performance. The 
promise to pay a certain sum of money can be dis- 
charged only by the payment, and that obligation 
rests upon truth. The value of the money, of the 
gold and silver money, its unchangeable value, is 
determined by its intrinsic worth, and lawful autho- 
rity ; the value of the promise rc^ts upon truth in its 
performance. 
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Sir Robert Peel, p. 7 :— 

"I hope I shall be excused if I advert at the outset to the 
great principles which govera or ought to govern the mea- 
sure of value, and the medium of exchange. They lie in 
truth at the very foundation of our discussion ;" 

and he proceeds, at the conclusion of the paragraph, 

" Now I fear there is not a general agreement on those 
fundamental principles— that there is still a very material 
difference of opinion as to the real nature and character of 
the measure of value in this country." 

When we consider that the measure of value in 
Great Britain had been clearly expounded, and de- 
clared by an Act of the Legislature in the years 1816 
and 1819, that that measure of value was the gold 
" sovereign," and the gold sovereign only, known in 
common language as the " pound," understood by 
every one who deals in money, from the rich banker, 
who trades with money, to the daily labourer, who 
receives his wages in this coin, this pound, or sove- 
reign, or its fractions in the form of shillings and 
pence, it would appear quite useless that any time 
should be spent in eliciting a fact or truth so expli- 
citly declared by the Legislature ; but when we arrive 
at Sir Robert Peel's explanation, then indeed, as he 
gave an entirely erroneous meaning to the " pound," 
it is no wonder that he should perplex himself and 
his hearers : his followers have adopted the same 
conclusions from the same erroneous- premises, adapt- 
ing the meaning of words to the new theory of 
monetary science ; making a mystery of the promise 
to pay a debt, in the acknowledged money of the 
Realm (p. 508, a«^^)^changing payment to a secu- 
rity for payment — blending the payment -of debt in 
the national circulation, with the exchanges which 
embrace only foreign payment, and substituting for 
the real debtors, the Governor and Company of the 
Bank of England, — " the trade of the country " by 
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one advocate, p. 253, anth^ and the "country" by 
another, p. 243, ante. 

Lord Overstone, 7th July, 1857— p. 440, ante. 

_ " It may be sufficient now to observe, that these provi- 
sions, the separation of the accounts, and the positive re- 
striction of the amounts of paper issues, constitute the only- 
real and effectual distinction between the monetary difficul- 
ties and dangers which attended every period of drain 
previous to 1844, and the striking contrast which the subse- 
quent period presents." 

In consequence of the liiDitation of the amount of 
paper issues, the notes required in the domestic or 
national exchange of commodities engross so much 
of this circulating medium, that notes cannot be 
spared to demand all the bullion in the Issue Depart- 
ment, and the bullion therefore in that department 
cannot be exhausted; but still the deficiency of bul- 
lion, when required to pay the foreign debt, must be 
supplied from some source : the prices of goods for 
exportation are therefore lowered by a stringency on 
credit, and these goods, the property of others, are 
exported to purchase bullion or to supply the place 
of bullion, which would be the most convenient com- 
modity to pay debt abroad ; is it not inconsistent 
with integrity and good faith to do this ? — And when 
we compare the periods before and after the passing 
of the Bank Act, we must not forget that in 1847, p. 
273, ante, Mr. George Norman stated that (2702) 
" every one seemed afraid of his neighbour;" and iu 
the opinion of Mr. Tooke, " the time was approaching 
when nobody would pay anybody;" another witness, 
Mr. Lister, states "there was a panic through the 
country ; people thought they were in an iron cage and 
could not get out of it ; that iron cage was the Act 
of 1844 "—and Lord Overstone (3833) states that in 
1857, " The whole machinery of the credit system of 
the country had been brought to a dead lock : " surely 
here is no ground for boasting : but before and after 
the passing of the Bank Act, the Bank undertook to 
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pay its notes with bullion, the great fallacy of the 
system. 

" On the other hand," say the Lords' Committee of 
1848, " it is right to observe that some witnesses re- 
present the pressure in 1847 to have been less severe 
than at several former periods." 

Those who think, with Sir Robert Peel, that the 
only choice is between the system which prevailed 
before the passing of the Bank Act, and the system 
which has prevailed since, may draw conclusions 
from a comparison of the evils which have prevailed 
before and since the passing of that Act : — but this 
comparison aflFords no argument with those who reject 
both systems; who reject as fallacies the axioms that 
the Bank of England note is an engagement to pay 
bullion, that the issue of bank notes should be go- 
verned by the state of the exchanges, or the influx or 
efflux of bullion ; and who consider that the only duty 
of the Bank of England is to pay its notes, its debts, 
with coin, the lawful money of the Realm. 

Speech of Sir Robert Peel, May 10th, 1847 :— 

" The honourable Gentleman has told us what took place 
in 1837 and 1838 ; he said the country was then brought to 
the verge of ruin. But repeal the Act of 1844, and you 
will restore the state of the law, as it existed at that period. 
It gave no security. The Bank had the power of issuing 
paper without reference to the exchanges ; the bullion was 
reduced to £1,600,000 in gold, and there was every proba- 
bility of the Bank not being able to fulfil its engagements. 
Always bear in mind, if you do consent to repeal the Act of 
1844, you restore the old order of things, and have not the 
slightest security against the recurrence of the disorders that 
took place in 1838 and 1839." — Hansard, 
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CHAP. XL 

THE BANK OF ENGLAND NOTE ON THE OBLIGATION TO PAT 

MONEY — THE LOEDs' COMMITTEE ON THE DUTY OP THE BANK 
BEMAKKS ON THE MEANS PROPOSED TO SECURE THE PAY- 
MENT OF THE NOTE — ON PAYMENT WITH BULLION — ON THE 
CONTRACT OP THE BANK — MR. HARRIS ON ADULTERATING 

THE MEASURE OP VALUE ON PAYING THE NOTES WITH 

MERCHANDISE ON THE DISPOSAL OF THE BULLION IN EXCESS 

OP NOTES ISSUED — ON THE NATIONAL CIRCULATION AND THE 
GREAT MERCANTILE REPUBLIC. 

Nothing can be more simple and distinct than the 
tenor of the Bank of England note, of which this is 
a copy: — 

" I promise to pay the bearer on demand the sum of Ten 
Pounds. 

1863, Jan. 26, London. Jan. 26, 1863. 

For the Governor and Company of the Bank of England, 

A. B." 

"VVe may truly say of this promissory note : 

That it embraces all the conditions enumerated by 
Adam Smith, when illustrating, in his " Theory of 
Moral Sentiments," the claims of justice, in the pay- 
ment of debt : " If I owe a man ten pounds, justice 
requires that I should precisely pay him ten pounds, 
either at the time agreed upon, or when he demands 
it : what I ought to perform, how much I ought to 
perform, when and where I ought to perform it, 
the whole nature and circumstances of the action 
prescribed, are all of them precisely fixed and deter- 
mined." See p. 122 ante. 

What is the engagement expressed in the Bank of 
England note ? to pay the bearer when he demands 
it, the " sum of ten pounds " — a definite sum of 
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money ; it is an engagement to pay money ^ the money 
of the realm, to pay ten " sovereigns " or " pounds," 
declared by the legislature to be the only legal tender 
in the discharge of debt to an unlimited amount. 

It is not a " certain definite quantity of gold, with 
a mark upon it to determine its weight and fineness," 
as defined by Sir Robert Peel, which constitutes 
money; but the coinage of the gold into " sovereigns " 
by the mint, agreeably to the contract with the mint, 
and the Eoyal Proclamation, determining its value 
in the exchange of commodities, its rateable value in 
the currency : the depositors also must be similarly 
paid in pounds, the same money. 

Let the legislature confine the obligation of the 
Bank of England to the payment of their debt in 
money,' in coin, and prohibit the payment of uncoined 
gold, which is merchandise : let the weights and scales 
be banished from the Bank, except to ascertain the 
goodness of the " sovereigns," and let the perform- 
ance of the promise be determined by the strict rules 
of '' Justice" — with " a reverential and religious regard 
to those general rules which require them " (p. 122 
ante). 

" The Lords' Committee in their Keport, section 13,p. 307, 
ante, when treating of the " Remedial measures recommended 
by the witnesses," observe, " The Committee feel, in common 
with every witness examined, the duty and obligation of 
maintaining at all times the practical convertibility of the 
bank note." 

" The practical questions to be settled at present are, 
whether this great benefit is attained with certainty ; whether 
it is attained by proper means ; and whether the restrictions 
of the Act of 1844 are not attended with grievous and un- 
necessary evils of a collateral kind." 

" An attempt to enforce by law, under all circumstances, 
one fixed and inflexible rule for the management of a Na- 
tional Bank of Issue, seems inconsistent with the best written 
authorities, with the general principles of economical science, 
as well as with the testimony of many witnesses of practical 
knowledge and experience. It can hardly fail to be pro- 
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ductive of most serious evils, more especially when a con- 
traction of issues, indispensable in a state of adverse foreign 
exchanges, is rendered imperative, as it is by the Act of 
1844, under circumstances which may fee wholly opposite." 

P. 311. ante. "The first duty of the Bank of England 
is, so to conduct its affairs as to secure- means for the per- 
formance of all its engagements with integrity and good faith. 
Prudence and discretion, the application of scientific truth, 
to assist, and at times to correct, the inferences drawn from 
experience, should be its guiding principles ; but no narrow 
views of the mere pecuniary interests of its proprietors should 
exclusively control its action. 

" To the Bank of England, Parliament has confided great 
privileges and exclusive powers; for the exercise of these 
powers the Bank is responsible." 

With due respect, I beg to submit the following 
remarks : — Their Lordships very justly, observe that 
" the first duty of the Bank of England is, so to con- 
duct its afiiairs as to secure means for the perform- 
ance of all its engagements with integrity and good 
faith." 

But the Governor and Company promise to pay a 
sum of money^ and it rests with them to find the 
" proper means " of paying it. This is the duty of 
the Bank of England, and it is their duty to conduct 
their afiairs with " prudence and discretion," to pay 
their debt, in discharge of their obligation, with 
" good faith and integrity." No one will deny these 
moral obligations founded on the immutable princi- 
ples of truth and justice. 

When the committee speak of "economical science ;" 
of " the application of scientific truth, to assist, and 
at times to correct, the inferences drawn from ex- 
perience," as "its guiding principles;" of "contrac- 
tion of issue indispensable in an adverse state of the 
foreign exchanges ; " and that " no narrow views of 
the mere pecuniary interests of its proprietors should 
exclusively control its actions," they must extend the 
obligations of the Governor and Company beyond the 

M M 
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duty to pay their debt in the lawful money of the 
realm, agreeably to the promise contained in the pro- 
missory note ; allusion must be here made to the de- 
livery of bullion, of merchandise, and not to the pay- 
ment of a sum of money — to pay the notes with 
bullion is no duty of the Bank of England, because 
the Bank, having no commodities with which to 
purchase this bullion abroad, cannot obtain it with 
" integrity and good faith." 

To oblige others, by means of contraction or ex- 
orbitant interest, to export their goods, lowered in 
price, in order to purchase, with these cheapened 
goods, the bullion required by the Bank of England 
to pay their debts with bullion, which the Bank can 
purchase in the home market with their notes, when 
it is imported, so far from being th« " proper means " 
of " maintaining the practical convertibility " of the 
bank note, or, in appropriate language, the payment 
of the note, is a direct violation of " integrity and good 
faith ;" nor am I aware that any Act of Parliament has 
expressly conferred such a power or such a privilege 
on the Bank of England, and " science " would dis- 
claim any association with the performance of a pro- 
mise or the payment of a debt. 

The obligation of the Bank of England is defined 
and limited by the terms of the contract, as expressed 
in the note and in the bank credit, to the payment in 
money, to pay pounds or sovereigns the money of the 
realm ; it does not extend to pay bullion or merchan- 
dise, which is not a legal tender in the payment of 
debt — the note being payable in money to the bearer 
implies that it is payable where that money is current. 

To supply the foreign trade, the international trade 
of the great mercantile republic with bullion is foreign 
to the obligation, and to the duty of the Bank of 
England. 

Because one or more members of this great com- 
munity, the international traders of the world, find 
bullion the most convenient commodity with which, 
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to purchase goods abroad, or to pay their foreign 
debts, is the Bank of England to find this bullion 
either directly or indirectly, either by buying it in 
the home market, or by lowering the prices of com- 
modities, that these cheapened goods may be the 
means of importing it from abroad, to the great loss 
of the owners? Is the Bank of England to furnish 
bullion to the subjects of France, or of Spain, or of 
the United States, or of our East Indian Empire, or of 
the Emperor of China, at a loss of 20 or 30 per cent, 
to the subjects of Great Britain who import it, be- 
cause these remote countries have need of this con- 
venient commodity? 

Sir Robert Peel (p. 11) quotes the words of Mr, 
Harris : — 

" Take the opinion of Mr. Harris, an officer of the mint, 
and an eminent writer on the subject, a century before the 
Bank Eestriction Act." 

" All payments abroad are regulated by the course of ex- 
change, and that is founded on the intrinsic value and not 
on the mere names of coins. We may break the public 
faith here, and curtail the long established measure of pro- 
perty, but foreigners will make ample allowance for what 
we may do ; and however we may rob and cheat one another, 
will secure themselves, and make advantage of our discredit, 
by bringing the exchanges against us beyond the par." 

What is the established measure of property in 
this country ? The gold coin the "sovereign," the only 
legal tender for payment to any amount; that mea- 
sure of value is adopted in the national circulation, 
but the obligation of the Bank is extended beyond its 
legitimate sphere when the notes are paid in bullion. 
The debt must be paid to the foreigner by those 
who owe it, the foreigner will secure himself; but at 
whose expense is this bullion procured? Not at the 
expense of the Bank of England, who erroneously 
undertake to pay it; but at the cost of holders of 
goods and securities lowered purposely in value, with- 
out their consent, and who may have had nothing to 
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do with the Bank of England, the foreigner or the 
exchanges ; and may it not be said that " we rob and 
cheat one another," to use the words of Mr. Harris, 
when we levy a sort of forced contribution upon one 
portion of the community, to enable the Bank of 
England to supply the great mercantile republic with 
bullion, a commodity, with the supply of which 
neither the community, the Bank of England, nor 
the country has anything to do? 

The advocates of the Bank Act have given three 
meanings to the word money : coin, and Bank of Eng- 
land notes payable on demand in coin, and also 
bullion when demanded for exportation. The Bank of 
England should be bound and limited by its contract, 
which excludes all reference to the prices of com- 
modities, to bullion, to the exchanges, or to the 
currency of other countries. 

I submit that the Bank of England is lowered from 
its true position of paying its debts from its own 
assets, to the unworthy proceeding of enforcing upon 
others an importation of bullion, in exchange for 
their goods, lowered in price that the Bank of Eng- 
land may with this bullion discharge their assumed 
but unfounded obligation, of paying their notes with 
this merchandise. 

Eeferring to the statement p. 520 anth^ it must 
have become a question how the difference be- 
tween the bullion received and the available notes 
given for it, being 6,176,270?., was to be disposed of. 
Sir Robert Peel (p. 500 antl) stated, on introducing 
the bill, that bank notes would be given to the bank- 
ing department for 14,000,000?. issued on securities 
and 16,000,000?. on bullion, the whole amount; and 
that the excess of notes beyond the requirements of 
" the legitimate demands of commerce," which he 
supposed might be 22,000,000?., would " necessarily 
lie dormant in the coffers of the banking depart- 
ment ; " it was, however, determined and enacted that 
the excess of bullion should remain to the credit of the 



CHAP. XI, ON THE EXCESS OE BULLION. 531 

issue department, and instead of notes to this amount 
lying dormant in the banking department, the excess of 
bullion itself should lie dormant in the issue depart- 
ment, whence it cannot be drawn, because no notes 
were given for it, and notes cannot be spared from 
the circulation to demand it. 

Lord Overstone, July 7, 1857 (3649) : 

" The bullion now lies in the Issue Department, which is 
nothing more than a department of the State, worked me- 
chanically and clerically by the clerks of the Bank of Eng- 
land ; but it is essentially a department of the State." 

His Lordship enters his protest against the expres- 
sion, " bullion in the Bank of England," and states — 

" The object of the regulations of 1844 was, not to secure 
the maintenance generally of a much larger amount of 
bulhon than there was before, but to protect the bullion 
from the possibility, under any circumstances whatever, of 
falling below a safe amount." 

Was this a justifiable proceeding? to receive bullion 
on condition of restoring it either in payment of 
cheques or notes; and afterwards to enact that it 
should be obtained only by notes, which could not be 
spared from the circulation ? 

Sir Robert Peel (p. 163, anth) proposes :— 

" That the issue of bank notes should hereafter take place 
on two foundations, and two foundations only : — First, on a 
definite amount of public securities ; secondly, exclusively 
upon bullion. The action of the public will regulate the 
amount of that portion of the note chculation which is issued 
upon bullion." 

I have endeavoured to show that the circulation 
rests now upon- the same foundation as before the 
passing of the Bank Act : it rests upon the bullion 
and securities paid as assets for the notes given, and 
with a guarantee fund of the proprietors' capital, and 
the rest, or undivided profits. The community among 
whom the bank notes circulate have full confidence 
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in the integrity and good faith of the Bank of Eng- 
land, without caring whether the notes are issued 
upon bullion or other securities. 1 believe it is true 
that no notes for circulation are issued upon bullion 
and securities differently now from what took place 
before the passing of the Bank Act. " The action of 
the public," of the public among whom the notes cir- 
culate, will determine the amount of the note circu- 
lation, as the wants of the community may require it. 
The notes required to procure gold for exportation^ 
and which do not remain in circulation, have no re- 
ference to the action of this public, of the public who 
determine the amount of circulation, but to the action 
of the great mercantile republic, who act upon the ex- 
changes, and require gold, not for circulation, but for 
the foreign trade, which is quite distinct from the 
action of the public who want only bank notes and coin. 
Sir Robert Peel confounds the action of the public 
for coin and notes for circulation, the national wants 
and national circulation, with the requirements of the 
great mercantile republic, the international traders of 
the world — who govern the exchanges agreeably to 
their wants, by the exchange of commodities when 
profit attends their export, or by the export of bul- 
lion when this is the most convenient commodity, in 
consequence of the sale in distant, countries of other 
goods, leaving no profit or a loss. By the present 
system the distinction between the national public and 
the great mercantile republic is not acknowledged, and 
we make the trade of the British public, the industry 
of Great Britain, subservient to the convenience of the 
wide-spread commercial world. 
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CHAP. XII. 

ON THE OBLIGATION OF THE BANK OF ENGLAND NOTE. ON 
THE WANTS OP CUSTOMERS, AND THE ISSUE OF PAPER MONET. 
ON REDUNDANCY OF THE CURRENCY. ON EXCLUSIVE COINAGE 
AND EXCLUSIVE ISSUE OF NOTES. ON BULLION AND THE 
GREAT MERCANTILE REPUBLIC. ON PAYMENT WITH UNCOINED 
GOLD. ON THE EXPORTATION OP BULLION. 

The Committee observe, Section 60, p. 427, ante: — 

" For the opinions of the most emiaent writers on the sub- 
ject of the currency, your Committee refer to the evidence 
taken in 1857. It is interesting in the highest degree to all 
who make the scientific study of the most abstruse questions 
of political economy their pursuit." 

It may well be asked, what are " tbe most abstruse 
questions of political economy," here alluded to ? It 
cannot be the subject of the Bank of England promis- 
sory note; it cannot be this portion of the currency : the 
promise to pay a debt in the money of the country, 
agreeably to the terms of the contract, is no " subject 
of " political economy," nor of " scientific study :" the 
obligation to pay a debt and to perform a promise 
must be determined by the rules of justice, of which 
Adam Smith observes :— 

" Justice is the maia pillar that upholds the whole edifice. 
If it is removed, the great, the immense fabric of human 
society, that fabric, which to raise and support seems ia this 
world, if I may say so, to have been the peculiar and darling 
care of nature, must ia a moment crumble into atoms." 
See p. 120, ante. 

Let nations beware how they violate the rules of 
justice. 
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" The first duty of the Bank of England is, so to conduct 
its affairs, as to secure means for the performance of all its 
engagements with integrity and good faith." 

These are the words of the Committee of the House 
of Lords, and it well becomes that truly uoble institu- 
tion, the last Court of Appeal in questions relating to 
property, to consider whether the Bank of England 
performs its engagement " with integrity and good 
faith," when it pays its debt with merchandise instead 
of money, with bullion instead of coin ; with bullion 
obtained by lowering the prices of goods, the property 
of others. 

4177. Lord Overstone is at great pains to show that 
the wants of customers are not a safe regulator for 
those who issue paper money. In allusion to the 
disasters of 1793, his Lordship observes: "Now 
mark how far the regulation, by the wants of cus- 
tomers, is a safe principle." 

It would be a very unsafe principle for the banker 
to regulate his loans by the wants of customers ; but 
his imprudence would have little or no effect upon 
the amount of circulation, which would be determined 
by the quantity of goods to be circulated ; the surplus 
of issue would be returned to the issuer, and the loan 
would be a debt from the customer to the lender, and 
would be independent of the currency. And when 
it is said (as reported by Mr. Chalmers), in the same 
paragraph of evidence : " The efforts of the country 
bankers to force their paper into circulation had 
principally occasioned the redundancy of the cur- 
rency," this is mistaking the currency for loan. 
There may have been, and doubtless was, a redundancy 
of loan, but those efforts of each banker to force his 
notes into circulation would prevent the redundancy 
instead of promoting it, as his notes would be dis- 
placing the notes of his neighbour; the circulation 
would not be determined in amount by the banker or 
his customers, but by the wants of the community, 
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which are quite distinct from the wants of customers ; 
and the efforts of bankers to supplant their neigh- 
bour's paper-money and to introduce their own, will, 
I submit, be a more legitimate control than being 
" subjected to such a restraining principle as the Act 
of 184 1 applies to them." 
Sir Robert Peel, p. 33 : — 

" Some have contended, and I am not prepared to deny 
the position, that if we had a new state of society to deal 
with, the wisest plan would be, to claim for the State the 
exclusive privilege of the issue of promissory notes, as we 
have claimed for it the exclusive privilege of coinage." 

But the exclusive privilege of coinage is quite dis- 
tinct from the exclusive privilege oi issuing coins; 
the State does not claim the exclusive issue of coins, 
as Sir Robert Peel would claim for the State the ex- 
clusive issue of promissory notes ; the exclusive pri- 
vilege of issue bears no analogy to the exclusive 
privilege of coinage ; the exclusive privilege of coinage 
is to preserve in its pure state the measure of value, 
the gold coin: any person who brings uncoined 
standard gold to the Mint may receive its value in 
coins ; the issue is not limited ; and if the issue were 
limited, it would lead to the same mischief and em- 
barrassment which now attend the limitation of pro- 
missory notes. 

When Sir Robert Peel observes, p. 34, "If the 
State had the exclusive power of issuing paper, there 
would be established a controlling power, which would 
insure, as far as possible, an equilibrium in the cur- 
rency," I confess I know not what is meant by 
" equilibrium." Is it an equivalency between gold 
coin and bank paper? — that will be insured by the 
payment of the note in coin. Is it an equivalency 
between gold bullion and bank paper? — that is entirely 
foreign to the obligation of the bank notes. Is it an 
equilibrium or equivalency between the currency of 
this country and of other countries ? — ^that will be 
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adjusted by the bill-brokers and money or bullion 
dealers, who rectify or regulate the foreign exchanges. 
Referring to p. 85, anth, it will be seen that Adam 
Smith, B. 4. c. 1, observes : — 

" There is in all great commercial countries a good deal of 
bullion alternately imported and exported for the purposes 
of foreign trade. This bullion, as it circulates amongst dif- 
ferent commercial countries in the same manner as the 
national coin circulates in every particular country, may be 
considered as the money of the great mercantile republic." 

He says, " may he considered as the money ;" he 
does not call it " money," he does not take it out of 
the category of goods. 

He also says, p. 85, ante : — 

" The great annual importation of gold and silver is 
neither for the purpose of plate nor of coin, but of foreign 
trade. A round about foreign trade of consumption can be 
carried on more advantageously by means of these metals 
than of almost any other goods, &c." 

And in the same paragraph he says : " of aU com- 
modities " and " any other sort of merchandise." 

And p. 86, ante, " The Bank of Amsterdam has, 
for these many years past, been the great warehouse 
of Europe for buUion." The Bank of Amsterdam is 
called the warehouse. 

Of coins Adam Smith observes, B. 1. c. 4 : — 

" The inconveniency and diflSculty of weighing those metals 
with exactness gave occasion to the institution of coins, of 
which the stamp, covering entirely both sides of the piece 
and sometimes the edges too, was supposed to ascertain not 
only the fineness but the weight of the metal. Such coins, 
therefore, were received by tale, as at present, without the 
trouble of weighing." 

And Judge Blackstone, B. 1. c. 7 : — 

" Every particular nation fixes on its own impression, that 
the weight and standard (wherein consists the intrinsic value) 
may both be known by inspection only." 
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The above extracts deserve the attention of those 
who consider uncoined gold money. 

I may be thought too diffuse in urging the necessity 
of the Bank of England paying its notes with money, 
with coins, and not with bullion, which is merchandise ; 
but I think the whole question turns upon the per- 
formance of the promise agreeably to the contract. 

It should be the object of the State to place the 
payment of the promissory note in consistency with 
the payment of all other debts, and with the per- 
formance of all other contracts to pay money. Surely 
the Legislature should acknowledge this great truth, 
that a debt should be paid with money only, and con- 
formably to the common meaning of the word 
" pound " or " sovereign." 

The Legislature has declared it to be illegal to pay 
wages in certain trades with merchandise (by an Act 
of Parliament, the 1 & 2 of William IV. c. 37), the 
property of the employer ; may not National Banks 
be prohibited to pay debts with merchandise, the 
property of another, obtained either directly or in- 
directly? We have seen in the instances of the 
louis d'or, and moidores, adduced by Lord Liverpool, 
p. 21, ante, how small a profit will determine those 
who are concerned " in remitting money," or " in 
melting the coins ;" the advantage of 5^d. per louis d'or 
brought the louis d'or into the kingdom, and a loss of 
^d. per louis d'or drove them out of circulation ; and 
" a profit of 5d. per moidore, brought the moidores 
into the kingdom, and a loss of Id. per moidore sent 
them all out again." 

The object should be not to prevent the exportation 
of bullion, the most convenient commodity under cer- 
tain circumstances of commerce, but to prevent that 
exportation interfering with the domestic circulation 
of paper money or with credit ; and we should make it 
the interest of the exporting merchant, and of all the 
community, to conform to the arrangement. 
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CHAP. XIII. 



STATEMENTS OF THE BANK OF ENGLAND. A DIFFERENT FORM 
OF STATEMENT. MR. HUBBARD ON THE ISSUE DEPARTMENT. 
ON NOTES NOT BEING GIVEN FOR ALL THE BULLION. ON 
COINS FOR THE NATIONAL CIRCULATION, AND BULLION FOR 
THE FOREIGN DEMAND. MR. MILL ON THE BANK ACT. 



Dr. 

Notes issued 



Bank of England, 9th May, 1857. 

ISSUE DEPARTMENT. 

Or. 
. . . :e23,567,945 Government Debt . 
Other securities 
Gold 



:e23,567,945 



£11,015,000 
3,469,900 
9,092,945 

:e23,667,945 



BANKING DEPARTMENT. 



Capital . . . 
Rest . . . 
Public deposits 
Other deposits 
Seven-day bills 



£14,553,000 

3,328,676 

5,163,146 

10,081,864 

749,046 

£33,875,732 



Government securities 

£10,303,838 
Other securities . 18,630,357 

Notes 4,226,356 

Gold and Silver coin 715,182 



£33,875,732 



T. M. Weguelin, Esq., M.P., 22nd May, 1857. 

849. Will you have the goodness to look at this paper, 
which exhibits the same account in another form ? 

(The following paper was shown to the witness.) 

Bank of England, 9th May, 1857. 

Dr. 

Capital £14,653,000 

Rest 3,328,676 

Public deposits . . 6,163,146 

Other deposits . . 10,081,864 

Circulation notes . . 19,341,590 

Seven-day bills . . 749,046 



Cr. 

Government debt . 
„ securities 
Other securities 

Bullion 



£11,015,100 

13,763,738 

18,630,357 

r4,866,690lQg„g, y 

1 4,941,637 /'^'^^^^^'^^^ 



£63,217,322 



£53,217,322 
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850. The paper I have now handed to you represents the 
same account (the Bank of England weekly statement of the 
9th May, 1857), stating the whole assets of the Bank on 
one side, and the whole liabilities on the other in the way in 
which we have been talking about them, does it not? — Yes. 

858. Then the whole of this machinery amounts simply to 
this; that the whole of the liabilities of the Bank, on the 
one hand, having an equal legal claim upon the whole of the 
assets, whether they consist of securities or whether they 
consist of bullion, you have 9,808,127i. as the reserve against 
those liabilities ? — Yes, you must except, however, the capi- 
tal and the rest as having an equal claim ; the deposits and 
notes and seven-day bills of course have the preference. 

859. The proprietors' capital and the rest, no doubt, are 
claims which would not rank until the other claims were paid, 
but still in making out the accounts those ought to be put 
as a debit to the Bank? — Yes. 

860. This statement of account is very good, pro- 
vided there is no limitation upon your issue. 

861. Assuming that the same hmitation is to be kept, and 
supposing it were to be enacted that, on the one hand, under 
no circumstances should the Bank of England hold less 
bullion than the difference between the circulation in the 
hands of the public and the fixed amount of securities, and 
on the other hand they should never hold a less amount of 
Government securities than that fixed amount, the rest 
being left to the discretion of the Bank of England, as at 
present, would not all the objects of the Act be gained ? — 
The public would draw the same inference as they do now 
from the statement of our reserve. The public would feel the 
moment our bullion came down to 10,000,000^. or 9,000,0007. 
as the case might be, that the power of the Bank to issue to 
the public was becoming more and more limited. They would 
recollect that in 1847, when the bullion was reduced to 
8,500,000/., the power of the Bank was then restricted to 
about 1,100,0007. Whatever statement of account is 
adopted, there wiU be the same effect from the same series of 
causes. 

J. G. Hubbard, Esq., 19th June, 1857. 

2340. What do you think in general has been the effect 
of the separation of the two departments upon the issue de- 
partment ? 

" The office of the issue department is the simplest that 
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can be imagined. The constitution of the issue department 
assumes and enacts the creation of 14,000,000 of credit 
paper, and subsequently a mere exchange of notes for any 
gold that is brought to it, and the re-exchange of those notes 
for gold, when gold is required. It is so purely a mechani- 
cal operation, one in which there is no room for opinion or 
feeling, that very little can be said about it ; it is the sim- 
plest and the most useful proposition that can be conceived 
for putting our currency upon a perfectly solid basis." 

2344. You believe therefore that the effect of the present 
Act has been indirectly, though not by express enactment, 
to compel the Bank to keep a minimum reserve of not less 
than 8,000,000?. ? — That has been its practical effect. 

It must be recollected that there was lying in the 
issue department six or seven millions of bullion, for 
which no available notes were given to that depart- 
ment, and which, therefore, could not be claimed for 
want of notes ; that the word " gold " means bullion 
which is exchanged for notes payable in coin; that 
bullion is only a commodity^ which is here substituted 
for money ; and that what happens in the issue de- 
partment, as respects the 8,000,000/. in deposit, or 
bullion reserve, would take place with any store- 
keeper who received goods under an engagement to 
restore them when demanded, or any trustee or 
banker who received money in deposit, and gave 
available receipts for only one half the amount — the 
property, whether goods or money, could not all be 
claimed. 

I submit that the issue department is not war- 
ranted in withholding receipts or available bank 
notes for about one half of the bullion ; and is not 
warranted in paying those notes of the Bank of Eng- 
land with bullion; not being authorised by the tenor 
of the note to do this. 

I have said, p. 263 ante: " The Bank of England 
has two sets of customers — those who are engaged in 
the home trade of commerce, and manufacturers and 
agriculture; and those who are engaged in foreign 
commerce;" the former require only coin and bank 
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notes for the domestic circulation, the latter require 
bullion for exportation, when the most convenient 
commodity, to pay debts abroad or to purchase goods 
abroad, when the markets there offer no advantage 
and perhaps loss in the sale of other commodities. 

I submit that the claim of these last customers who 
demand bullion for exportation should be utterly re- 
jected ; that the Bank of England is under no obliga- 
tion to pay their notes with bullion ; that the members 
of the great mercantile republic should purchase with 
their own goods or securities the bullion they require ; 
that the trade in money for the national circulation 
should be the business of the banker, and the trade 
in bullion, either to correct or regulate the exchanges, 
or to pay debt abroad, or to purchase goods abroad, 
should be the business of the bullion dealer; that 
bullion or uncoined gold which is merchandise should 
not be confounded with coin, which is money in the 
country only where it circulates. 

It will be seen by the following evidence of J. S. 
Mill, Esq., 12th June, 1857, that he makes no distinc- 
tion between the Banks of Amsterdam and Hamburg 
which issue no promissory notes, and the Bank of 
England which issues promissory notes. 

2110. Are you acquainted with the constitution of the 
Banks of Hamburg and Amsterdam? — I have a general 
acquaintance with them. 

2111. In the case of both of those Banks, are not all the 
notes which they issue represented by bullion actually exist- 
ing in their coffers ? — Yes ; that was the supposition, but it 
was found not to be the case in the Bank of Amsterdam at 
the time of the events which followed the French Eevolution ; 
the bullion in deposit in the Bank of Amsterdam was found 
to have been deficient. 

2112. Was not that supposed to be an accidental circum- 
stance owing to the pressure of the Revolutionary war at the 
time ? — 1 think it was supposed that the deficiency had existed 
long before that time. 

2113. But it was a principle in the constitution of those 
two Banks, that all the notes were actually represented by 
bullion in their coffers ? — Yes. 
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2114. Therefore their circulation must have varied exactly 
upon the principle which has been laid down in the Act of 
1844, viz. that it should vary exactly as a metallic circula- 
tion would vary ? — Yes. 

In p. 161 anth, I have given an extract from the 
evidence of P. H. Muntz, Esq., before the Committee 
of the House of Commons in 1848, respecting the 
monetary system in Hamburg. 

1345. Are you acquainted with the monetary system of 
Hamburg ? — I am. 

1346. Will you be kind enough to state in what way the 
monetary system there is conducted ? — There are two monies 
in Hamburg ; there is the current money for ordinary pur- 
poses, and there is what is called " banco," which is 25 per 
cent, better value, and which represents silver deposited in 
the Bank of Hamburg ; there are no notes issued at all. 

1348. Then the commercial obligations at Hamburg are 
discharged by cheques, which transfer payment to the debit 
of one party, and to the credit of another ? — Entirely so. 

1351. Then you think Hamburg under that system of 
transferring payments at the Bank would have had no panic 
last year, but for the return of the bills of exchange drawn 
upon England ? — I do not think they would. 

For an account of the Bank of Amsterdam, see 
chap. 7, p. 70 ante; no promissory notes being issued 
by this Bank or that of Hamburg, they oJQFer no com- 
parison with the Bank of England in this respect. 

Mr. Mill:— 

2011. "My opinion is that there should not be any 
restriction by law, except that of convertibility, which 
appears to me to be sufficient for all the purposes for which 
restriction is intended." 

Convertibility here includes payment with bullion 
to the great mercantile republic. 

2104. " I think the operation of the Act is beneficial 
when a drain arises from one particular cause, viz. previous 
over-speculation." 

I submit that the Bank should pay its notes only 
with coins, and should exercise no control over the 
currency or over prices, and no interference with the 
free trade of individuals. 
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CHAP. XIV. 

THE BANK OP ENGLAND NOTE NOT PAYABLE IN BULLION — THE 
PRECIOUS METALS NOW INCLUDED IN IMPORTS AND EX- 
PORTS ON THE BULLION BEING CLAIMED WITH NOTES ONLY 

THE JUSTICE OP THIS TO THE DEPOSITORS OP BULLION TO BE 

CONSIDERED THE BANK OP ENGLAND NOTE PAYABLE ONLY 

WITH COIN- — -ON THE PREVENTION OP BULLION BEING EX- 
PORTED FROM LIVERPOOL ON THE WITNESSES EXAMINED — 

ON INTEREST AND THE CURRENCY — ON THE OBLIGATION OF 
THE BANK-NOTE. 

In the first part of this Treatise I proposed, as a 
remedy for the great disorders and injustice attend- 
ing the present system (p. 175 ante), "I submit that 
the remedy is for the great mercantile republic to 
retain always possession of its own bullion, and to 
reduce the liability of the Bank of England to the 
duty of paying its own notes and deposits from its 
own resources, as other bankers." 

I was under the impression, which was erroneous, 
that the Bank of England was bound to pay its notes 
with bullion, when demanded ; and I proposed to re- 
lieve the Bank by the establishment of a Bullion 
Warehouse, in which the owners should each retain 
possession of his own bullion, as of any other article 
which is bonded for exportation. 

I entered fully on the subject in Chaps. 5, 6, and 
7, and . I explained my views of adopting a silver 
standard. 

At present our attention may be confined to the 
expediency of a Bullion Warehouse, where the owners 
may transfer their property in the precious metals, 
to the purchaser, at certain established rates — some- 
what similar to the Bank at Amsterdam, and the- 
present Bank at Hamburg. 

N N 
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As I observed (p. 91 anth), " The object is to sepa- 
rate tjie bullion which is imported and exported, for 
the purposes of foreign trade, from the National Bank, 
and from all Banks issuing promissory notes." 

At the conclusion of my Treatise (p. 374 ante), "I 
submitted that the Bank of England should have 
nothing to do with the exportation and importation, 
or with the trade, of bullion. It is a commodity 
which should be viewed, with regard to the foreign 
trade, in the same light as tobacco or sugar, and 
should be included by the Chancellor of the Ex- 
chequer in the financial statement of exports and 
imports : if not included, and one million of manu- 
factures were exported to Australia, for which the 
return was made in gold, the country would appear 
to export to the value of one million, for which no 
equivalent had been received, and the exports would 
seem to exceed the imports one million, when both 
were equal." 

It appears the Government acted upon my sugges- 
tion, a few months after the publication of my volume 
in June 1858 : 

" The following is the official return of the imports 
and exports of the precious metals, for the week end- 
ing the 24th November, 1858 : 

Imports, Gold £312,480 Exports, £1,092,465 
Do. Silver 248,638 Do. 167,625 

£661,118 ■ £1,260,090 



" The Gazette contains the following note, added to 
the foot of the exports and imports by the Inspector ' 
General : — 

" ' The foregoing account includes considerable 
quantities of gold and silver, which were imported 
and exported between the 24th ult. and the 10th 
iust., such imports and exports having been first 
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notified to this office since the publication of the last 
weekly return.'"* 

The Governor of the Bank of England (p. 538 
anth) acknowledges the statement (849), to represent 
" the whole liabilities," and " the whole assets," of the 
weekly Bank statement of the 9th May, 1857. On 
the credit side the whole of the bullion (9,808,127^.) 
appears, and as the debit side and the credit side ba- 
lance, there must be a corresponding debit : but in 
the weekly statements the whole of the bullion, de- 
ducting the gold and silver coin (715,182/.), making 
the amount 9,092,945/., is placed to the credit of the 
issue department, and only bullion receipts or notes, 
to the amount of 4,226,355/., the only means of de- 
manding the bullion, are given to the banking depart- 
lUent — ^being only so many notes as, with the notes in 
circulation, shall complete the amount of notes per- 
mitted to be issued. The consequence is, that about 
one-half of the bullion can never be claimed, but lies 
dormant in the issue department, and the bullion can 
never be exhausted, which forms the ground of so 
much exultation. 

It is therefore, I submit, erroneous to say (7th 
July, 1857)— Lord Overstone (3740): "The Bank 
paper is the representative of gold, because it is the 
certificate of gold placed in deposit against it," and 
(4089) : " It must further be observed, that the 
8,000,000/. or 9,000,000/. of bullion lying at that 
time (1847) in the issue department, was represented 
by a corresponding amount of bank-notes put forth 
by that department for the use of the public." 

Before the Bank Act the bullion placed in deposit 
could be demanded by the depositor, either with bank- 
notes or cheques on the Bank. By the new system 
the bullion can be claimed only with bank-notes — it 
cannot be demanded by cheques in virtue of the 
Bank credit. 

* Evening Mail, November 26, ISSS, " Money Market." 

N N 2 
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How far it was just to receive the bullion in deposit, 
and afterwards impose conditions which entirely de- 
feated the demand, for about one-half, is for the con- 
sideration of the Bank, and of the State. The Bank 
of England having given a credit for the amount of 
bullion deposited, is responsible to the depositor for 
the amount ; and although this Bank credit is not avail- 
able, and the bullion lies dormant in the issue depart- 
ment, yet the Bank cannot be called upon to give 
bank-notes while the Bank credit exists — ^the Bank 
would be twice debited for the same sum. Neither 
can the depositor be called upon to take notes from 
the circulation in order to claim the bullion which 
he has deposited ; he has already paid for the bullion, 
and he cannot obtain banknotes without paying the 
full value of the notes to the amount of the bullion : 
he would be paying both for the notes and bullion — 
he would be paying twice for the same sum. Both 
the Bank of England and the depositor are placed in 
a false position : the depositor cannot claim the bullion, 
and the Bank retains it without paying anything for 
it. The confusion arises from the bullion being obtain- 
able only with notes, and not with cheques also ; this 
is the case with that portion of the bullion which lies 
dormant in the issue department, and which forms 
the ground of so much exultation, that the bullion 
can never be exhausted (pp. 341, 342 anth). 

If I have succeeded in showing that, agreeably to 
the contract expressed in the Bank of England note, 
there is no obligation to pay bullion or uncoined gold 
for exportation in discharge of the debt incurred; 
that the gold coin "the sovereign," the money of 
Great Britain, is what the Governor and Company 
promise to pay, and not bullion, which is only a com- 
modity ; then all the reasoning respecting the circu- 
lation, founded upon the increase or diminution of 
bullion, falls to the ground — the expansion of issue in 
consequence of its increase, or contraction of issue in 
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consequence of its diminution, with all the fearful 
effects of contraction of the circulation, or raising the 
rate of discount, in order to check the efflux or cause 
an influx of the precious metals. 

"We bid adieu to the necessity of " sudden and violent 
reductions in the amount of paper-money, spread- 
ing ruin among the issuers of paper, and deranging 
the whole monetary transactions of the country:" 
" the paper currency will no longer be regulated by 
immediate reference to the foreign exchanges ;" " no 
early contractions of paper on the efflux of gold;" 
"no demand for gold which cannot be satisfied;" 
no longer " much individual suffering and many for- 
tunes ruined, from the necessity of sudden and violent 
efforts to establish, by contraction of issue, an equili- 
brium between gold and paper" (as depicted by Sir 
Robert Peel, pp. 27, 28, 30) ; no raising the rate of 
interest to an exorbitant rate ; or contraction of the 
currency, producing (2113) "stoppage of trade," 
(2114) destruction of " the labour of the country," 
or (2117) stoppage "of credit" (as statedby J.Horsley 
Palmer, Esq., p. 207 ante). 

Lord Overstone adduces what he considers " the 
crucial instance by which the validity of the principle 
was effectually tested;" the principle, I conclude, 
that the value of the money of this country is in- 
creased by its diminution, and that bullion conse- 
quently will flow into it from abroad. 

4033. " It may assume the form of preventing 
any more money going out of this country. 'A very 
remarkable circumstance of that sort occurred in the 
spring of 1847. I detailed its history in my evidence 
of 1848." His lordship recounts his having advised 
the Bank of England : " Keep up your rate of in- 
terest, and do not fear the consequences." What 
was the result ? Not one of those orders was executed ; 
and the bullion on board the ships at Liverpool was 
taken out, and brought back, and deposited in the 
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vaults of the Bank of England ; not one farthing of 
it ever left the country." 

4035. " It was an order merely founded upon the 
state of the exchanges." 

I submit that this bullion was merchandise, and 
not the "money " of this country; that the Bank of 
England ought to have no control over the exchanges ; 
and that the preceding instance was an illustration of 
the power of the Bank to control the commerce of 
the country. 

It has been truly observed : " No maxim of law or 
of common sense so readily commends itself to 
one's understanding as that which says that no man 
shall be a judge in his own cause; indeed, if its 
soundness is not seen at a glance, no amplification of 
discussion will be effectual to compel assent." * 

It is remarked by Judge Blackstone, B. 1, C. 1, 
" So great, moreover, is the regard of the law for 
private property, that it will not authorize the least 
violation of it; no, not even for the general good of 
the whole community." 

In section 60, p. 427 ante, to which I beg to refer, 
it is said : " That the opinion of the present Bank 
Directors is strongly in favour of maintaining the 
Act of 1844 appears in the evidence." 

And in section 61, p. 428 ante: "In this opinion 
the Governor of the Bank of Ireland, the represen- 
tatives of the chartered and unchartered banks of 
Scotland, the Chairman of the Association of Private 
Country Bankers, and Mr. Alderman Salomons, of the 
London and Westminster Bank, concur." 

When Mr. Herries moved a resolution, on the 22nd 
of August, 1848, respecting the operation of the 
Bank Act, he observed : " Three years had not 
elapsed before they were called upon to abandon the 
niieasure which had been then introduced;" and " The 

* " Justice of the Peace," v. 30. No. 20, 



CHAP. XIV. ON THE WITNESSES EXAMINED. 549 

characters of the witnesses ought also to be kept in 
mind." 

Mr. Cayley, M.P., who was a member of the Com- 
mittee of 1857, and who proposed some resolutions 
which were not adopted, stated : 

Of the witnesses examined by the Committee — 

23 were bankers, whose examination lasted 22 days ; 
5 merchants or manufacturers . . . . "| 
1 banker sent by the Chamber of Commerce j- 3 „ 

of Leeds J 

5 theoretical witnesses 5^ „ 

1 bill-broker li jj 

2 accountants 1 jj 

It may be worthy of consideration, whether the 
opinions of the Bank Directors, and of Bankers gene- 
rally, should not be received with some degree of 
caution, when examined upon a question which may 
concern their own interest, or that of the institutions 
which they represent, and in favour of which they 
may unconsciously have a bias. 

John Twells, Esq., who had been a banker in 
London upwards of 50 years, stated in his evidence 
before the Committee, July 17th, 1857 : 

4488. How do you think that the Act of 1 844 has operated ? 
— If I were to answer you as a banker, I should say that it 
has operated exceedingly well, for it has afforded a rich 
harvest to bankers and capitalists of all kinds. But it has 
operated very badly to the honest, industrious tradesman, 
who requires steadiness in the rate of discount, that he may 
be able to make his arrangements with confidence ; it must 
distress that class very much indeed. For large capitalists 
and bankers it is evident (there is no occasion to disguise the 
thing) that it has operated exceedingly well ; it has made 
money-lending a most profitable pursuit to them. 

4505. Taking the last three or four years, according to 
the Governor of the Bank, who has been examined, he con- 
siders that during those years, although they have been 
years of difficulty, the Act of 1844 has operated well; 
is that your opinion ?— As far as I am able to judge of the 
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Bank of England, I should expect that it would operate 
very satisfactorily to them ; it must save them a good deal 
of trouble and responsibility. I should think that they 
could have no cause to complain of the Act, because what- 
ever distress it may produce, whether it does or does not, 
does not rest with them ; they are merely the persons who 
carry out the Act. 

It is worthy of remark that, about 1 575, when the 
Court of the Mint in France recommended the King 
to summon persons from the different principal 
towns, to give their opinions respecting the remedy 
for the evils then prevailing in their monetary system, 
they say: After hearing whom, the question shall be 
decided by such a number of persons as his Majesty 
may choose, '■^ above suspicion in the matter, and having 
nothing to do with the management of the finances, or 
who have any traffic or dealings in money (faisans 
trafic ou negociation d' argent), on account of the incon- 
veniences which have always resulted from their being 
summoned." * 

Eeferring to the evidence of J. G. Hubbard, Esq., 
pp. 508 — 538 ante, whose opinions must have great 
weight from his experience — having been, with the ex- 
ception of about five years, in the Bank direction 
since 1838, and who had been Deputy-Governor of 
the Bank from 1851 to 1853, and Governor from 1853 
to 1855 — I beg to observe that the ground on which 
he attributes such wonderful effects to the "limita- 
tion of the amount of credit paper " is much weakened 
by what he afterwards admits. 

J661. — A very high rate of interest is the only cause I 
can think of which could induce people to economise their 
amount of currency, and to do with less ; and that can have 
but a very limited effect. 

2662. Even that effect, you think, must be very limited? 
— Very limited indeed. 

* Thc! words in italics are printed in capital letters in the 
original. — Le Blanc, p. 338. 
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2663. In the event of an increase of prices, or an enlarge- 
ment of trade, an increase of currency becomes absolutely 
necessary, does it not ? — Certainly. 

2664. Therefore an increase of currency would follow as 
an effect, and not precede as a cause, such an increase of 
trade or increase of prices ? — It would be a consequence of it. 

2665. And a diminution of prices, or a contraction of 
trade, might lead to a contraction of the currency? — It would 
release a portion of the gold from its necessary function. 

2666. So that in both cases the action upon the currency 
is the effect of changes in the state of trade, and not the 
cause ? — Exactly so. ' 

This agrees with the evidence of T. M. Weguelin, 
Esq., p. 494 ant^, that the circulation " had been 
comparatively " very little affected by " the amount 
of the advances of capital," or " the amount in secu- 
rities held by the Bank." 

It is evident, 1 think, that the losses and sufferings 
attending our present system of banking do not arise 
from an over-issue of bank-notes, or from the pay- 
ment of bank-notes in coin; but from an assumed ob- 
ligation of the Bank of England to pay its notes with 
bullion, not for the national requirements of the cir- 
culation, but for the international wants of the great 
mercantile republic; an obligation not imposed by 
the tenor of the bank-note, by the words of the con- 
tract, or by the Act of Parliament. The 4th clause 
of the Bank Act entitles " All persons to demand 
from the Issue Department of the Bank of England 
Bank of England notes in exchange for gold bullion, 
at the rate of 31. lis. dd. per ounce of standard gold." 

The Act does not entitle all persons to demand 
standard gold for notes. 

To prevent coins being demanded instead of bullion, 
for the supply of the great mercantile republic, I have 
previously suggested, that the denomination of notes 
should not exceed 51, 10/., or 20Z., as experience 
should show to be needful, and a bullion warehouse 
for the precious metals. 
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CHAP. XV, 

ON BULLION BEING PEEFEEABLY PAID FOK WITH BAKK OF ENGLAND 
NOTES — ON THE INCREASED KESEEVE OF BULLION — ON THE 

BANK-NOTE BEING PAH) FOR WITH BULLION ON THE SEPA- 

EATION OF DEPARTMENTS ON THE EXCHANGE OF GOLD FOE 

NOTES AND NOTES FOE GOLD (bULLION) CONSEQUENCES OP 

THIS — ON THE CAUSES OF THE INCEEASE OF THE EESEEVE 

ME. NOEMAN, ON THE SEPARATION OF DEPAETMENTS, BELIETES 
EXCHANGING GOLD FOE NOTES AND NOTES FOR GOLD (bULLION) 

TO BE THE SOLID BASIS OP THE CUEEENCT OPINIONS OF 

COLONEL TOERENS AND ME. EICAEDO — ADAM SMITH AND EI- 
CAEDO ON COMPETITION OP ISSUE. 

G. W. NoExMAN, Esq., 3 July, 1857. 

3446. Is 'it the fact that nobody does send gold to the 
Mint to be coined, because there is a slight advantage in 
obtaining notes for gold ? — Yes, there is a slight advantage. 

3447. Is there not a difference in the price which they 
obtain above that which they get at the Mint ? — The Bank 
purchase gold at somewhat below the Mint price, but, on the 
other hand, the loss of time that would be incurred in 
getting the bullion converted into coin makes it a little more 
advantageous to the person who has imported the buUion to 
sell it to the Bank, rather than to send it to the Mint to be 
coined. 

3448. Taking all the circumstances into consideration, 
the price paid, and the loss of time and the trouble, there 
is a slight advantage in exchanging the gold for notes at the 
Bank, rather than sending bullion to the Mint to be coined. 

I have suggested, p. 503 ante, the deliveiy of 
gold bullion from the warehouse at the rate of 
3/. 17s. 9d., but it may be proper to increase this ad- 
vantage, and to deliver the bullion to the owner or 
to his representative by transfer, at the rate of 
81. 17s. lO^d. per ounce of standard gold, or even 
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something higher, if found necessary ; or to lower the 
rate at which the bullion is paid for at the Bank, and 
instead of 3Z. 17s. 9d., to give only 3Z. 17s. S^d., or 
even something less as a seignorage for coinage, which 
the national public might be willing to give; ex- 
perience would determine the proper rate. 

At the Mint the holder of bullion now receives 
gold coin at the rate of 3^. 17s. lO^d. per oz, of 
standard gold ; there is no deduction for the expense 
of coinage. For the advantage recited in the above 
evidence he prefers receiving at once Bl. 17s. 9d. per 
oz. ; he pays the difference of l^d. per oz. for the con- 
venience. As the proposed object is to separate 
entirely the domestic circulation of coins and bank- 
notes from all payment of the bank-note with buUion 
for exportation, if a sufficient inducement can be 
offered, there can be no doubt that the exporter would 
prefer taking bullion from the warehouse for export- 
ation to taking coias from the Bank, the law forbid- 
ding the payment of notes with bullion. We should 
accomplish that which we have done with respect to 
the ancillary coins, we should take from the exporter 
all temptation and inclination to infringe the law. 

Referring to p. 135 ante, it wUl be seen that the 
stock of — 

Bullion in January, 1839, was . . £9,336,000 
And in October, 1839 .... 2,525,000 

Decrease of bullion . . . 6,811,000 



The circulation on January 10, 1839 was . 18,201,000 
Do. October 18, 1839 was . 17,612,000 

Decrease in tbe circulatian . £589,000 



This was before the passing of the Bank Act of 

1844. 

It is seen that the circulation varied only about 
half a million, while the bullion had decreased nearly 
seven millions. 
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It is said, in Section 60 : — " The lowest points to 
which the bullion has fallen since 1844 have been: in 
1847, 8,313,000^., and in 1857, 6,080,000?." 

Whence arises this difference in the bullion retained 
before and after the Bank Act? 

I submit that Lord Overstone has not assigned the 
true cause in supposing, 3649, p. 440 ante, " As the 
bullion has gone out, the money of the country has 
been diminished, until it reached a certain point, 
below which the national wants and necessities of the 
country would not permit it to be further diminished." 

The national wants and necessities of the country^ 
as respects the paper money, can refer only to the 
circulation^ which, from the evidence, is very little 
affected by the export of bullion. 

This reserve of bullion is not in the Banking de- 
partment, the working department, but in the Issue 
department, whence it cannot be drawn, because no 
notes were given for it ; it is not the wants and necessi- 
ties of the country, or the apparent limitation of 
Issue, but an operation, not shown by the statements 
of the Bank, or propounded by the advocates of the 
Bank Act, the circumstance that no notes, the only 
means of demanding the bullion in the Issue depart- 
ment, were given to the Bank of England for about 
one half of the bullion received from the Bank. 

It is the wants and necessities of the great mer- 
cantile republic which occasion the demand for the 
buUion in the Issue department for exportation, not 
the national or domestic wants of the country, which 
have reference only to the domestic circulation. 

T. M, Weguelin, Esq., 3rd March, 1857. 

241. " The notes issued on the discount of bills would 
be returned through the medium of the bankers, and through 
deposits. Unless these transactions were for the purpose of 
exporting bullion, and unless there were an amount of in- 
ternal panic, which induced people to lock up their notes, 
and not to pay them into the hands of the bankers, as is 
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usually the case, the reserve would not be affected by the 
magnitude of the transactions." 

439. "What governs our action is the state of the reserve, 
and the mode by which the reserve is affected." 

440. The reserve is only affected by the demand for 
bulHon. (See p. 252 ante.) 

Let us keep constantly in view, that the promise 
expressed in the Bank of England note comprises the 
whole of the engagement of the Governor and Com- 
pany, as respects the payment of their paper money. 

Neither the promise nor the payment of the notes 
have any reference to bullion expressed or implied. 

The Bank having undertaken to pay its notes in 
bullion, to correct the exchanges in order to protect 
its reserve of bullion, by raising the rate of discount, 
and thereby giving a shock to credit, appears to me 
to have undertaken to do that which is quite foreign 
to its duty, as bankers ; the bullion is an asset of the 
Bank ; the goods and securities lowered in value to 
correct the exchanges are not the property of the 
Bank; and Mr. Weguelin (607), p. 252 antk : " It is 
the trade of the country which must iufluence the 
exchanges," Surely the foreign merchants are well able 
to manage their foreign trade, of which the exchanges 
form a part, without the assistance of any national 
Bank. As Mr. Weguelin, p. 539 ant^, admitted the 
statement of account (849) submitted to him " to be 
very good, provided there is no limitation upon your 
issue," I would observe that the limitation of issue 
could not affect the debits and credits as they balance ; 
and no notice is taken of the important fact that all 
the bullion, 9,808,127?., is on the credit side of the 
account submitted, andonly notes or bullion 4,226,35f ?. 
and the gold and silver coin 715,182/., on the credit 
side of the Banking department. 

Mr. Weguelin gives the following reason why 
14,000,000/. was fixed on, as the limit of the active 
circulation on securities: — 
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95. " The reason, I believe, why 14,000,000Z. was fixed 
by the authors of the Act of 1844 was, that the active cir- 
culation had never gone down below that, or even as low as 
14,000,000?. I believe the lowest amount of the circulation 
was in 1839, and then it was 15,800,000/." I believe that 
included bank post bills 1,000,000?., and it also included 
lost notes 600,000?., which have been subsequently written 
off." 

It does not appear that Mr. Weguelin was examined 
as to the cause of the increase in the amount of 
the buUion reserve since 1844. 

Mr. Hubbard: (2325) " Will you state what you think has 
been the effect of the separation (of the departments of the 
Bank of England) since 1844 ? "— " I think the effect of that 
separation has been, both in a scientific and in a practical 
view, of the utmost importance and highly beneficial. It 
has been so in a scientific view, because the effect of the sepa- 
ration was to give a legal affirmation to the true character of 
currency, by removing it from being confounded with bills of 
exchange, with promissory notes, with deposits, and with book 
debts, and, in fact, from the whole category of mere banking 
expedients and representatives of credit. Then, in a prac- 
tical point of view, I conceive that it has been highly bene- 
ficial, because it has enabled the Bank of England to give 
its attention wholly to those concerns to which alone a banker 
ought to have to direct his attention ; namely, to a considerar- 
tion of his liabilities upon his deposit accounts, and the 
claims likely to be made upon him for advances by his various 
customers." 

Mr. Hubbard differs from Sir Robert Peel (p. 142 
ante), who defines paper currency: "In using the 
words paper currency, I mean only such promissory 
notes" — " promissory notes" payable to the beai'er on 
demand." 

Mr. Hubbard would not confound " currency with 
promissory notes ;" or with " the representatives of 
credit," and (p. 508 ante), he describes the Bank of 
England note as being " a security which is realised," 
and " you cannot have security without limitation." 
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Among the " various customers " alluded to must 
be included, I conclude, the international traders or 
foreign merchants who demand bullion for exporta- 
tion, the great mercantile republic, who have, as 
such, neither "deposits" nor " book debts " with the 
Bank of England, to whom the Bank of England are 
under no liabilities, and whose claim or demand for 
bullion ought to be utterly rejected, and on which I 
have commented (pp. 540, 541 ante) : " The office of 
the Issue department is not so simple " as Mr. Hubbard 
imagines (p. 539 anti) ; it may put "our currency upon 
a perfectly solid basis," but I much doubt whether that 
basis is consistent with the promise or the tenor of the 
bank-note ; and how the present Act " compels " the 
Bank to keep a minimum reserve of not less than 
8,000,000Z. is not explained. It is stated only, " That 
has been its practical effect." Lord Ashburton terms, 
p. 9, the _ separation of the two departments " a 
fanciful piece of mere book-keeping;" "the simple 
question is what engagements can they safely incur? 
What means can they command ? " What means can 
the Bank of England command to obtain bullion from 
abroad ? What means have they to pay for this 
bullion ? Can they safely incur the engagement to 
pay their notes with bullion at the expense of others? 
When gold bullion is taken to the Issue department, 
and bank-notes are given by that department for the 
amount, at the rate of Si. 17s. 9d. per ounce of 
standard gold, this is conformably to the enactment 
(clause 4) which entitles all persons to demand notes 
in exchange for bullion ; this was allowed, no doubt, 
to mitigate the effects of the limitation of issue. The 
notes thus received must be employed in .buying, or 
paying debts in the home market ; and these notes 
not being wanted in the circulation, which varies very 
little, will be deposited in the absence of panic in the 
Banking department, and increase the reserve ; but the 
buUion received by the Issue department for these 
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notes will also be a means of furnishing notes to the 
Banking department. This transaction, therefore, may 
double the amount of notes ; the notes received for 
the bullion, and also the amount of bullion. This 
creates a redundancy in the reserve, and forms the 
ground of lowering the Bank of England's rate of 
interest, or of its being kept low, in order " to employ 
the reserve in the Banking department " (608), p. 295 
ante. 

When notes, are taken to the Issue department, 
whether by the Bank of England or any other Bank, 
and bullion is given for these notes, the notes are 
cancelled (3465), and the bullion, as it does not circu- 
late, will very probably be exported. The notes which 
were given for the bullion must have been withdrawn 
from the Banking department, 'as they could not be 
spared from the circulation; this lessens the amount 
of the reserve, and occasions the Bank of England to 
raise the rate of interest, when the reserve is di- 
minished to an inconvenient degree, in order to lower 
the prices of goods and securities, to check the efflux 
of bullion, or to bring back the bullion which has 
been exported. This last operation is not authorised 
by the Bank Act, which does not give the public the 
power of demanding buUion in payment of the Bank 
of England notes. 

Both these operations arise from the currency being 
made dependent upon bullion for its increase or dimi- 
nution, with which the Bank of England should have 
nothing to do, beyond advancing money upon it as an 
asset, as upon other merchandise or as upon securities, 
regardless of its importation or exportation. 

As so much importance is attached by Lord Over- 
stone to " the separation of the accounts " (p. 440 ante), 
it appears extraordinaiy that this last discrepancy be- 
tween the enactment of the Bank Act and the practice 
of the Bank and of other bankers, was not noticed. 

I submit that the separation of departments should 
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be suppressed, that the statement of the Bank of 
England should be like that of other banks, and the 
payment of the bank-note should be confined to 
money, agreeably to the Bank engagement. 
Lord Overstone, 7th July, 1857: — 

3649. " It is an undoubted fact that the bullion reserves 
of the Bank since 1844 have been greater than they were in 
an equal period before 1844, whether we look to the average 
or whether we look to the minimum. Different opinions 
have been expressed to this Committee as to the cause of 
that increase. Some persons have expressed an opinion that 
it has been owing to the operation of the Act of 1844 ; and 
others that it has been due to natural causes, and particularly 
to the increased production of gold. What is your Lordship's 
opinion on that subject ? " 

His Lordship states : " The object of the regulations of 
1844 was, 'to protect the bullion from the possibility, under 
any circumstances whatever, of falling below a safe amount.' " 

" The phenomenon before us is this, that under two 
separate periods of trial, the bullion in each case has been 
reduced to the lowest amount which the Act will permit, 
and that amount on both occasions proves to be somewhere 
about 8,000,0007." 

His Lordship does not state what those " regula- 
tions " were, or how " the Act " produces the " phe- 
nomenon." 

Section 60. The Committee report : " That the sup- 
ply necessarily maintained in the cofifers of that esta- 
blishment, under the provisions of the Act of 1844, 
is greater than that which was ever maintained under 
circumstances of pressure in former times, is a fact 
beyond dispute." 

The " provisions of the Act of 1844," which "neces- 
sarily " maintained this greater supply of bullion, are 
not stated. 

G. W. Norman, Esq., 3rd July, 1857; 

3452. " Do you consider what is called the separation of 
the departments is an essential part of the system ? " "I 

00 
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think it is a really vital part of the system, and not merely a 
mode of stating the accounts." 

3453. " In what way ? " — " Because it necessarily leads 
to the fact that the issues of bank-notes vary in all cases 
exactly as bullion would vary." 

3454. " There is no regulation of the currency now ; I 
greatly dislike anything like an artificial management of the 
currency. It seems to me that the currency of a country 
ought to be regulated by certain natural laws, and I whoUy 
distrust aU artificial plans for that purpose." 

3455. " That is, you would regulate it wholly by the 
action of the public in exchanging gold for notes or notes 
for gold ?"—« Exactly." 

3456. " That you believe to be the only sound principle 
on which a currency can be regulated ? " — " That I believe 
to be the only sound principle on which a currency can be 
regulated," 

3457. " Is that practically in this country the effect of 
the Acts of 1844 and 1845 ? "— " It is." 

Colonel Torrens observes, p. 237 : "It has been 
satisfactorily shown by Mr. Ricardo that the exporta- 
tion of coin is caused by its cheapness, and is therefore 
not the eifect, but the cause of what is called an un- 
favourable balance of payments." 

I have commented on this subject, p. 245 anU^ and 
observed : " The profit or loss is on the commodities, 
and not on the silver or gold." 

And he proceeds : — 

" An unfavourable balance of foreign payments means, 
that of all commodities, exclusive of the precious metals, a 
country has brought from other countries more than it has 
sold to them ; that a debt, therefore, is owing by that country 
which she must pay in the cheapest way she can, and that 
an expoi-t of specie is the cheapest way of discharging the 
debt. But why is the export of specie a cheaper way of 
discharging the debt than the export of any other commodity? 
Because the prices of all other commodities are high, i.e., in 
other words, because the value of specie, as compared with 
other commodities, is low. Therefore it is the low value of 
the bullion which causes it to be exported. But the low 
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value of bullion is the same thing as low value or depreciation 
of the currency ; for if the currency was not at a low value 
in common with the bullion, the bullion, instead of being ex- 
ported, would be converted into currency, either by coining 
it or by obtaining bank-notes in exchange for it." 

Why should " the precious metals" be excluded from 
the commodities which occasion an " unfavom'able 
balance of foreign payments." I have observed, p. 374 
ante, that buUion "should be vievred as any other 
commodity," and, p. 544 anti, The precious metals are 
now included among the exports and imports ; they 
must be paid for, and must influence the balance of 
debt; and should, therefore, not be excluded. 

It is a fundamental error to suppose that the high 
or low price of bullion, or of the currency, influences 
the exchanges, and the import and export of bullion; 
it is the high or low price of commodities which in- 
fluences both. 

Sir Robert Peel observes, p. 26 : " Both these emi- 
nent writers (Adam Smith and Eicardo) assume 
that immediate convertibiHty into coin is all that is 
requisite to prevent the excessive issue of paper." It 
is exti'aordinaiy that the authority of Adam Smith 
should be associated with that of Ricardo, since Adam 
Smith contemplated the payment of the bank-note 
with coin, and Ricardo would limit it to ingots or 
bars of gold, of the weight of 60 oz. (See p. 479 
ante) ; and then Sir Robert Peel speaks of the progress 
which " this science, like all other sciences, is making," 
as affbrding ground to "doubt the soundness " of their 
opinions, if convinced by " reason or experience." 
But the performance of a promise, and the payment 
of a debt agreeably to contract, rest neither upon the 
authority of Adam Smith nor of Ricardo, nor upon the 
progress of " science," but upon justice and truth ; 
and I submit that experience confirms the opinion of 
Adam Smith, " that freedom of competition and im- 
mediate convertibility into coin, at the will of the 
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holder, will prevent the excessive circulation of paper," 
payable only in coin ; and with a regulation, if need- 
ful, of the denomination of bank-notes. See pp. 551, 
552, ante. 
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CHAP. XVI. 

EXTEAOT FROM SIK ROBERT PEEL'8 SPEECH IN 1848 — HE STATES 
THE GREAT TRUTHS WHICH SHOULD GOVERN OUR MONETARY 

SYSTEM GUARANTEES FOR THE CONVERTIBILITY OF OUR PAPER 

MONEY THE NECESSITY OP PRESSURE — OPPOSES ANY RELAXA- 
TION OF THE BANK ACT REMARKS UPON HIS STATEMENT, AND 

UPON THE ACTION OP THE BANK OF ENGLAND. 

Sm Robert Peel in his speech in August 184S, 
about four years after the passing of the Bank Act, 
observed : — 

" I shall conclude with an earnest hope, that when 
the House shaU again address itself to the considera- 
tion of this great question, with a view to some prac- 
■ tical issue, they will bear in mind the great truths by 
which legislation on our monetary system should be 
governed ; — that they wUl bear in mind that trade is 
not carried on with paper money, but with capital or 
with credit, of which capital is the foundation, — that 
the arbitrary issue of paper money is no increase of 
the wealth of the country, — that the rate of interest 
must vary with the value of money and the demand 
for it, and cannot be permanently regulated by the 
Bank of England, — ^that fixity in the value of the 
currency, that is, of the coin, or of the note which 
represents coin, and a guarantee th?t the note shall 
be at all times convertible into the precious metals, 
are essential to the welfare of all classes, but espe- 
cially of that class which is in the receipt of the 
wages of daily labour. Depreciate the value of your 
currency, and the prices of all articles of subsistence 
will speedily follow the change; but there wiU be no 
corresponding rise in the i"at of daily wages. The 
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two shillings, or three shillings, a day will continue to 
be paid, long after they shall have ceased to command 
that amount of the necessaries and comforts of life 
which they did command before the period of depre- 
ciation. 

" The House will, I trust, continue to insist upon 
the maintenance of the standard of value, and upon 
the guarantees for the instant convertibility of paper 
into coin. Those guarantees you cannot have with- 
out restrictions upon the issue of paper. You cannot 
have them without pressure in the time of commercial 
discredit. Early pressure — pressure compelled by 
law, if it be not induced by prudence, so far from 
being the great evil which some consider it to be, may 
be the only preventive of great future disaster, — ^the 
only certain means of maintaining entire confidence 
in the paper circulation of the country. 

May, 1847. — " If I, myself, thought that any relaxa- 
tion of this Bin would be a cure for the evils which 
press upon us, I repeat, that I would not oppose its 
relaxation on account of the part which I took in intro- 
ducing that measure to Parliament ; but it is my firm 
belief, founded upon the information in my possession, 
that a temporary issue of some 2,000,000L of paper 
would not increase that capital, which, in point of fact, 
is the source from which you can command the pro- 
duce of other countries." * 

I beg to make, with due deference, some remarks 
upon these " great truths " propounded by Sir Robert 
Peel. 

I submit, that trade is carried on with paper-money, 
resting upon confidence in the " fortune, probity, and 
prudence " of the banker : that this confidence is the 
foundation of credit to a much greater extent than 
capital ; a confidence grounded upon the opinion en- 
tertained of the " probity and prudence" of the 

* Hansard. 



CHAP. XVI. REMARKS ON " THE GREAT TRUTHS." 565 

banker or merchant, as much, or more, than upon his 
" fortune," or capital. 

That the " arbitrary issue of paper money " will 
not increase the amount in circulation, or to a very 
limited degree ; that will be determined by the wants 
of the community in the exchange of goods bought 
and sold : the excess will be returned to the issuer. 

That the rate of interest is not determined by the 
value of money ^ of the " sovereign " which has been 
declared by Act of Parliament the only money in 
Great Britain (see p. 445 ante), the rate of interest 
will be determined, in an uncontrolled state of the 
currency, by the profit to be made by the use of money, 
and not by the value of the money itself ; it would be 
measuring the value of money by money, which is not 
possible. 

The Bank of England may not be able permanently 
to regulate the rate of interest ; but in the absence of 
the Usury laws, it has the power to raise the rate to 
any extent needful to procure bullion or Bank-notes, 
as the wants of the Bank may require : and the Joint 
Stock Banks are governed in the rate they charge, and 
other bankers in a great degree, by the rate of interest 
of the Bank of England. 

Fixity in the value of the currency depends upon 
the coin being free from adulteration, and the Bank 
note being paid in that coin. 

The maintenance of the standard of value depends 
upon the " sovereign " being free from adulteration. 

Sir Robert Peel seems fully aware of the evil 
consequences of -the depreciation of the Bank-note 
raising the prices of goods, but comparatively takes 
little notice of the evil consequences of an artificial 
scarcity of Bank-notes, distressing commerce, and 
lowering the prices of commodities and securities: 
these low prices of goods reducing, and perhaps 
destroying, the profit of the manufacturer, and his 
ability to give the same wages to the labourer which he 
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had been accustomed to receive, and, possibly, throw- 
ing him out of employment altogether ; at the same 
time causing great loss to the holders of securities. 

There is no " guarantee" required that the " Bank " 
note shall be, at all • times, convertible into the pre- 
cious metals^ uncoined gold. The Bank of England is 
under no obligation to pay its notes with that " bul- 
lion alternately imported and exported for the foreign 
trade."* That bullion is quite independent of the 
national circulation of coin and notes ; and as the Bank 
has no means of procuring this bullion from abroad, 
is it not the duty of the Bank of England not to pay 
its notes with bullion, and to repudiate every demand 
of the kind ft'om the great mercantile Republic, who 
should themselves pi'ovide " the precious metals," the 
bullion they require, and at their own cost ? 

Referring to the last paragraph of Sir Robert Peel's 
speech, p. 564 ante^ it may be asked what capital and 
whose capital is to command the produce of other 
countries ? The Bank of England employs no capital 
to command it. Pressure upon the capital, or pro- 
perty of others^ lowering the value of their goods or 
securities, supplies the place of capital in the action 
of the Bank, who want the produce of other countries, 
that is, the bullion, which, by the Bank Act, is made 
needful to the Bank, and which hj pressure it procures 
at the cost of others. 

* See p. 536, ante. 
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CHAP. XVII. 

SUSPENSION OF THE BANK CHARTER ACT.* 

STATEMENT OP THE GOVEBNOK AND DEPUTY GOVEENOR OP THE 

BANK OP ENGLAND THE GOVERNMENT LETTER— MR. WATKIN 

MOVES FOB A COMMISSION OP INQUIRY — DEBATE UPON THIS 
MOTION MR. AKROYD ON THE PRENCH COMMISSION SIR STAF- 
FORD NOKTHCOTE APPROVES OP INQUIRY, BUT DISAPPROVES OP 

THE MOTION EXPRESSES THE GENERAL CONSENT OP THE 

GOVERNMENT TO THE PRINCIPLE OP THE BANK ACT MR. 

PAWCETT ON THE NATURE OP THE CRISIS — MR. HUBBARD ON 
THE BANK ACT, AND SEPARATION OP DEPARTMENTS — MR. 
GLADSTONE ON THE BANK ACT, PROMISSORY NOTES, AND 

FOREIGN DRAINS OP BULLION ^MR. HENLEY ON THE ACTION OP 

THE BANK THE DEBATE ADJOURNED BUT NOT RESUMED. 

A" LETTER having been addressed by the Governor 
and Deputy Governor of the Bank of England to 
the Government on Friday, which stated that in con- 
sequence of the failure of Messrs. Overend, Gurney, 
and Co., they had advanced to the bankers, bill- 
brokers, and merchants in London, during the day, 
upwards of 4,000,000?. sterling, upon the secuiity of 
Government stock and bills of exchange, and that 
they could not calculate upon having so much as 
3,00O,O00Z. next evening, making a fair allowance for 
what might be remaining at the branches, a reply to 
this, signed by the Premier and the Chancellor of the 
Exchequer, was immediately forwarded to the Bank 
of England. 

It said : " The accounts and representations which 
have reached Her Majesty's Government during the 
day exhibit the state of things in the City as one 
of extraordinary distress and apprehension. Indeed, 

* From the Times money article, Friday, May 11, 1866. 
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deputations composed of persons of the greatest weight 
and influence, and representing alike the private and 
joint-stock banks of London, have presented them- 
selves in Downing Street, and have urged, with 
unanimity and with earnestness, the necessity of some 
intervention on the part of the State, to allay the 
anxiety which prevails, and which appears to have 
amounted through great part of the day to an abso- 
lute panic. Her Majesty's Government cannot doubt 
that it is their duty to adopt, without delay, the 
measures which seem to them best calculated to com- 
pose the public mind, and to avert the calamities 
which may threaten trade and industry. If, then, 
the Directors of the Bank of England, proceeding 
upon the prudent rules of action, by which their ad- 
ministration is usually governed, shall find that, in 
order to meet the wants of legitimate commerce, it is 
requisite to extend their discounts and advances upon 
approved securities, so as to require issues of notes 
beyond the limits fixed by law. Her Majesty's Go- 
vernment recommend that this necessity should be 
met immediately upon its occurrence, and that in that 
event they will not fail to make application to Par- 
liament for its sanction. No such discount or ad- 
vance, however, should be granted at a rate of interest 
less than ten per cent., and Her Majesty's Government 
reserve it to themselves to recommend, if they should 
see fit, the imposition of a higher rate. After deduc- 
tion by the Bank of whatever it may consider to be 
a fair charge for its risk, expense, and trouble, the 
profits of these advances will accrue to the public." 

In the late debate on the laws aficcting " currency 
and banking " on the 31st July, of which the follow- 
ing is a short summary, when Mr. Watkin moved for 
a Royal Commission of inquiry, with an instruction 
to the Commissioners to present their report, and the 
evidence taken by them, on or before the 1st February, 
1867: 
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He stated that, " the minimum rate of the Bank of 
England was still 10 per cent., while the rate of dis- 
count in Paris was only 3| per cent. ; in St. Peters- 
burg '5^; in Brussels 6; in Amsterdam 7; and in 
Vienna 5 per cent." 

He advanced as an argument why a Commission 
should be granted, that there had been three Com- 
mittees granted. " In 1837, after the deep distress 
and panic, a Committee of that House was appointed, 
presided over by the present Lord Halifax. After 
the panic of 1847, there was a Committee presided 
over by Sir F. Baring; and after 1857, there was a 
Committee presided over by the late secretary of the 
Colonies." 

He stated, " if report spoke truly, the Bank of the 
nation, for the first time in its history, refused to lend 
money upon Consols." 

" What was meant by a rate of 10 per cent, dis- 
count ? it meant a tax of more than double the usual 
amount upon 300,000,000^. of current bills, or a 
transfer of many millions sterling from trade and 
manufacturing profits to money dealing profits. It 
meant a depreciation in the value of commodities 
and secuiities which had been estimated at above 
100,000,000^."—" While large numbers of the labour- 
ing classes had been thrown out of employment, the 
profits of the Bank had largely augmented." — " The 
price of Bank of England stock had greatly advanced," 
" so that it was perfectly clear, that whatever the efi'ect 
of the legislation of 1844 might have been on com- 
merce, its action had largely increased the resources 
of the Bank of England stock-holder."—" During the 
last twenty years there had been three panics, viz. 
in 1847, in 1857, and again in 1865, and they would 
find that every succeeding panic was of greater se- 
verity than its predecessor. In 1847, the penal rate 
of discount fixed by the Government letter, and acted 
upon, was 8 per cent., which endured for four weeks, 
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and was followed by a rate of 3 per cent, within three 
months of the date of imposing 8 per cent. In 1857, 
the penal rate of discount was 10 per cent, for a period 
of six weeks, and it was down again to 3 per ceiit. in 
three months from the date of imposing 10 per cent. 
In 1866, the rate of 10 per cent, had continued for 
about three months. He said, therefore, there must 
be at work some cause or law which, at every recur- 
rence of these ciises, aggravated their pressure." 

" Gentlemen in business knew that a large number 
of loans in this country were bori'owed at a per cent- 
age called the Bank rate ; the assumption being that 
the Bank rate was, on the average, something like 5 
per cent. Consequently if the Directors of the Bank 
of England, from a mistaken policy, kept the rate of 
interest at 10 per cent., it was quite clear that the 
lender of money gained an advantage over the bor- 
rowers which was not in contemplation when the 
loan was contracted. That was a question which 
ought to be inquired into." 

The honourable member alluded to the facility of 
obtaining Acts of Parliament for the construction of 
railways, without a suitable guarantee for their com- 
pletion. 

Mr. Akroyd, who seconded the motion, observed: 
" He should suggest that any inquiry that took place 
should be conducted on the plan adopted by the 
French Government in 1865, when the Imperial Com- 
mission sent a circular, containing forty very searching 
questions, to the most important commercial bodies 
in France, and to the various Chambers of Commerce 
in this country. It would be a very important branch 
of the inquiry whether the high rate of discount now 
maintained tended to bring back the flow of bullion 
to the Bank of England. In his opinion the measures 
taken by the Bank of England to bring back the flow 
of bullion into this country had had a conti'ary effect 
to that desired." 
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Sir Stafford Northcote, the President of the Board 
of Trade : — 

He stated that the Government was desirous that an 
inquiry should take place as to the cause of the com- 
mercial distress, and the prevalence of the high rate 
of discount, but he did not think a Royal Commission 
with an instruction to report before the 1st February 
was the best measure they could take, to which he 
advanced many objections. With respect to the 
French Commission, " the inquiry was begun nearly 
two years ago, and as yet, their labours have had no 
result." " There are circumstances which distinguish 
this panic from the panics of 1847 and 1857. We 
have new facts before us, and it is undoubtedly rea- 
sonable to inquire how far the experience we have of 
the practical working of the Act renders it necessary, 
if we are to maintain the principle of the Act, that 
we should attempt to improve its machinery." — "I am 
bound to say that though the present Government 
are in no particular sense bound to defend the Act of 
1844, that is to say, they have no particular parental 
interest in that Act, yet, upon the whole, they do 
believe that the principles upon which the Act of 
1844 is based are the sound and true -principles upon 
which our currency should rest." — " It must be ob- 
vious that if any inquiries of this sort are to be of 
real use, they ought to be guided by some general 
principle upon which we are tolerably agreed, and 
this is especially true of a subject like this, upon which 
so much controversy and difference of opinion has 
existed." 

" The honourable member (Mr. Watkin) had stated 
that this is what is called a credit panic, and the 
honourable member for Halifax has very correctly, I 
think, described what the peculiar features of a credit 
panic are, and how at the moment, when what is 
called the credit currency of the country collapses, 
there is a pressure upon the ordinary currency of the 
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country, and the Bank Act of 1844, to a certain ex- 
tent, prevents the expansion of currency, just at the 
moment when such an expansion is most desired by 
the public." 

" Although the loanable capital of the country is 
large, it is not unlimited ; and if a demand is made 
for loanable capital out of proportion to its amount, 
great as that may be, it is impossible it should not 
become scarce, and, being scarce, that it should not be 
high in price. That, I believe, is the real explanation 
of what has recently taken place." 

" Setting apart altogether for a moment any ques- 
tion about imprudence or unsound speculation, that 
is in itself, I believe, the explanation of the circum- 
stances in which we are placed, that an enormous 
proportion of the capital of this country, and a yearly 
increasing proportion is locked up in securities from 
which you cannot immediately withdraw it." After 
observing that " the amount of capital authorized to 
be raised by the railway and other Bills which have 
been passed this year and last is 176,000,000/," he 
proceeded : " The savings of the country are some- 
times estimated at not more than 100,000,000/. a 
year ! Obviously the capital to be raised must come 
out of the savings of the country." — " The question 
arises, ought anybody, and if anybody, who is it that 
ought to provide the trading interests with money 
to meet their demands? Can you or ought you to 
make money when money is scarce? I believe that 
is the real question at the root of these difficul- 
ties." — " There are those who say that the money 
which there is in the country represents the capital, 
the loanable capital, or gold, or this, that and the 
other; for there are different theories as to what 
money exactly is. They say that when there is little, 
you must cut your coat according to your cloth, and 
that if you have little money, you cannot expect to 
be able to get a great deal of money cheap. There 
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is the other school which says that when this is the 
case you ought to look to your credit, that money is 
only a form of credit, and that you ought to attempt 
to cut your coat not according to your cloth, but that 
you ought to make your coat of the size convenient 
to you, and that if you cannot get the cloth, you 
ought to get something which looks like it. These 
are, I believe, the real differences which exist between 
opposite schools upon this question, and it is hopeless 
for you to investigate practical questions tending to 
legislation, unless you have made up your mind on 
which of the two theories you intend to proceed." 

" I have no hesitation in saying, on the part of the 
Government, that they are not of opinion that it is 
possible, or, if possible, that it is desirable, to meet 
the difficulties which arise when money has Ijeen used 
up, and there is not a sufficiency of loanable capital 
in the country, by any fictitious creation of money." 
It is impossible to deny that " this peculiar kind of 
2?anic affects the credit of England, and that the 
operation of the law, and the necessity of authorizing 
the suspension of an Act of Parliament, have had 
a serious and prejudicial effect upon the credit of 
England." 

" I am anxious to impress upon the House and the 
country that the Government does not believe, and 
we earnestly hope the country will not believe, that 
the difficulties under which our credit labours, and 
the want of confidence that has been engendered is to 
be removed, or is capable of being removed, by any 
tampering with your currency and banking laws." 

"If we were everywhere to unshackle the limits of 
enterprise, there is too much danger of enterprise ra- 
pidly growing into insane speculation." — The honour- 
able baronet concluded 'by pressing upon the honour- 
able mover to withdraw his motion, on his assuring 
him that the Government would carefully investigate 
the matter, and either legislate upon the subject or 
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invite the attention of the House to it on the com- 
mencement of the next session. 

Mr. Fawcett considered the recent crisis a credit 
panic, " produced by the reckless spirit of com- 
mercial gambling which had spread itself over the 
country." — "A new school had grown up of late years 
which encouraged the idea that wealth was not to be 
made in the old-fashioned steady way, but by modern 
financing, or, in other words, a skilful manipulation 
of pieces of paper called bills of exchange." — " There 
was one gratifying fact in connexion with our commer- 
cial difficulties. It was that during the crisis not one 
large commercial concern which carried on a legitimate 
business had succumbed." 

Mr. Hubbard : "It could not be denied that while 
on the one hand the subject of the administration of 
the Bank, and the laws of currency did affect the 
interests of tens of thousands of industrious people, 
on the other hand we might deal with the question in 
such a way as to impair and shake the confidence in 
a matter of primary importance, namely, the integrity 
of our system of currency." 

" He admitted that variations in the rate of interest 
were not desirable. The more equally we could 
maintain the value of money in loans, the better for 
the commercial community and the progress of in- 
dustry." — " There could be no doubt that to arrest 
the employment of the labouring classes was a very 
great evil," but " there must be something exceedingly 
unsound in the adventure or business in which an 
employer was engaged, if it (a high rate of interest) 
exposed him to a sudden cessation of his operations." 
" Let it not be supposed that difficulties, the existence 
of which he did not deny, were attributable either to 
the Bank of England, or to a-high rate of interest." 
" If the honourable member attempted to charge the 
present difficulties of the country upon any legislation 
with regard to the currency, he must entirely differ 
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from him." The honourable member then dilated uipon 
the large loans made by the Bank of England during 
the crisis. 

" According to the honourable member, one of 
the objects of the Bank Act was convertibility of 
Bank notes, another the convenience of trade, and a 
third the avoidance of panic." — " Let it for once be 
understood what the Bank Act really was. The Bank 
Act said not a word about panics — not a word about 
the convenience of trade." — " Its provisions were ex- 
ceedingly brief and clear. It drew, not one day too 
• soon, a legal separation between the two distinct 
offices of banking and of issue — ^while banking ought 
to be as free as air to everyone, the province of issuing 
or coining paper into money was an imperial function.". 
" It was necessary as a rule to limit the issue of credit 
paper — the issue had been so limited to 15,000,000Z. 
the working of the Bank under the Act had shown that 
it was so perfectly master of its position, so capable 
of bearing the weight thrown upon it, that it could 
be subjected to an extra strain without fear. . The 
Act could not in that case be described as an obstruc- 
tion but the very reverse." He then compared it to a 
bridge. " The Bank of England was the bridge; the 
Bank Charter Act the regulation limiting the traffic. 
The Bank, under the Act, had been able to bear the 
whole burden imposed upon it, and with such effect, 
that when a suspension of commercial credit had 
arrived it was possible to impose upon the Bank a 
subsidiary currency without that subsidiary currency 
being exposed to inconvertibility." 

',^.The average amount of bullion held in the last 
five years of the old system was no more than 
6,700,000?., while during the last five years the 
amount of bullion held was upwards of 16,000,000?, 
If the reserve of the present year had not exceeded 
7,000,000?., and it had been subjected to the in- 
fluences which had recently been brought to bear 

p p 
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upon the Bank, the panic would not have been ar- 
rested by the issue of something less than a million ; 
the rtiternal drain would have been much greater, 
and the occurrence of so many bank casualties would 
probably have resulted in the suspension of cash 
payments by the Bank of England. Therefore, he 
ventured to affirm that the principle of the Bank Act 
had been victorious : it had triumphed over great 
difficulties." — " Nor did he insist that pressure and 
panic would result only from our system of currency. 
In the town of Hamburg, with only a silver currency, 
a crisis occurred in 1847, which resulted in the failure 
of a hundred and forty commercial houses, and he was 
of opinion that no system of currency could avoid panic 
and failure." — " In no case should encouragement be 
given to the banking world to assume in any emer- 
gency that they had a right to ask the Government 
to supply them at any price with a reserve which they 
should in common prudence have secured for them- 
selves." 

Mr. Gladstone concurred with the Government in 
the propriety of declining to appoint a commission, and 
said : " 1 think that the whole of the remarks of my 
right honourable friend, the President of the Board of 
Trade, upon the subject were as eminently satisfactory 
as they were clear." — " I don't suppose there is one of 
us sanguine enough to believe that the pi'oceedings of 
such a committee would lead to mutual conversion or 
conciliation on the part of the distinguished pi'ofessors 
of the different schools. But, whatever the nature of 
the report, I am quite sure that as far as it dealt with 
the principles and causes it would not weigh with 
this House." 

"At any rate, the convertibility of the Bank note — ^the 
first object of currency laws— has been placed beyond 
the smallest question, not only beyond the reach of 
absolute danger, but beyond the slightest taint of 
danger or suspicion. The whole system of meeting 
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foreign drains has been so completely established, and 
is now so generally understood, that so far as those 
drains are concerned, there is no longer any appre- 
hension or difficulty, either in the present or the 
future. The solution of that problem is of itself a 
most important fact. The Bank Act of 1844 la^d 
down a principle of great importance, which I hope 
will never disappear from our Statute Book, that the 
whole business of issue is the business of the State, 
and that where that function is exercised by any body 
other than the State, it must be considered as exer- 
cised by delegation only. The profit of issues belongs 
to the State, and, what is much more important than 
the profit, the responsibility of issue, also belongs to 
the State." 

" What have we been labouring under? Why is 
the rate of discount charged by the Bank kept up at 
10 per cent.? Because of the limited- condition of 
the reserve, consequent upon banking discredit, and 
the immense demand made upon its notes and coin 
• to supply this want." 

" We have actually seen the country bank circula- 
tion diminished by not less than 1,000,000Z. at the 
very time of this drain on the Bank of England; 
and how has the place of this 1,000,000^. been sup- 
plied? By an enhancement of the drain upon the 
Bank of England. That 1,000,000^. of notes in the 
cofifers of the Bank of England would have been a 
valuable addition to the reserve of the Bank." 

" I hold that no Bank note ought to circulate in the 
country unless it is just as secure to the holder as a 
sovereign."—" Undoubtedly it is a fact that this letter 

(the Government letter) was understood abroad 

acting upon a more susceptible state of mind— as 
amounting to a suspension of cash payments. And 
I think that no later than by return of post there 
came an ofifer, a most fi-iendly oifer, from the French 
Government to assist us with a supply of bullion." — 

p p 2 
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" The working of the Bank Act may be a fair subject 
of Parliamentary inquiry." 

" The character of this crisis has been a bank- 
ing crisis. We have been, I think, a little too 
severe throughout the discussion, upon the general 
commerce of the country. That commerce has been, 
so far as I have observed, in a sound and satisfactory 
state." 

" It has been a crisis mainly connected, not so much 
with the conduct of commerce, properly so called, as 
with the employment of money. And I think upon 
that ground alone, if it should be the general desire 
of the House, and if the Government do not at 
once make any proposal of their own — which I 
should prefer — the Government would be justified 
in bringing the whole case before a Committee of 
this House." 

Mr. Henley : " Had or had not the system which 
had grown up from extensive banking, and which was 
called 'financing,' been operated upon, and partially, 
if not mainly increased by the working of the Act of 
1844?" — Immediately after the passing of the Bank 
Act, the action of the Bank of England then changed ; 
that whereas before that time the Bank of England 
were somewhat above the market rate of interest, after 
that period, directly money was cheap, they became 
such competitors in the open market, that they went 
below the market rate." 

" The Governor and Deputy-Governor of the Bank 
also stated that they did not at all look at the nature 
and origin of the transactions connected with the 
paper oflFered to them, but only to the security ; and it 
was perfectly clear from the evidence that the great 
money houses which dealt in all that questionable 
paper and upheld all those questionable finance houses, 
instead of being checked by the Bank of England, 
were so strong from the peculiar position of the Bank, 
that they took that paper to the Bank, and they were 
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forced to discount it." " All these were questions 
which must arise." 

Mr. J. B. Smith moved the adjournment of the 
debate, which was agreed to, but which did not take 
place, the House being counted out on the Friday 
following, when the debate Avas to be resumed. 
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IR. WATKIN's motion — INTEREST TEN PER CENT. — M. CHEVALIER's 

OPINION GOVERNMENT APPROVES OP THE PRINCIPLE AND OP 

INQUIRY RESPECTING THE MACHINERY OP THE BANK ACT 

RELIEF TO THE BANK OP ENGLAND SUGGESTED ADAM SMITH 

ON SUMPTUARY LAWS — GREAT POWERS OP THE BANK BULLION 

PROCURED BY PRESSURE LORD KING ON BANK RESTRICTION 

IN 1797 — SIR S. NORTHCOTE's STATEMENT — ON SUSPENSION OP 
THE CURRENCY LAWS — ON MONOPOLY — CAPITAL-^ MONEY — 
BULLION — CIRCULATION — COMPETITION — BULLION WAREHOUSE 
— BANKING AND ISSUE — POREIGN DRAINS OF BULLION — GO- 
VERNMENT BANK — LORD ALTHOBP. 

yi.B.. Watkin, in moving for the appointment of a 
Joyal Commission to investigate the causes of the 
ate financial crisis, and the laws affecting currency 
md banking, observed, that a Committee had been 
ippointed on the occurrence of three former crises, 
dz. in 1837, 1847, and 1857, that the minimum 
■ate of interest was 10 per cent., still charged by the 
Bank of England, and had continued three months ; 
;hat the rate on the continent was much lower, and, 
f report spoke truly, the bank of the nation had, 
'for the first time in its history, refused to lend 
noney upon Consols," and he compared the high rate 
)f interest to a tax of the same rate of 10 per cent. 
)n 300 millions of current bills. 

It appears to me to be a fair inference from the 
msatisfactory result of former Committees, that they 
ire not the proper tribunal ; as the promissory note 
)f the Bank of England is simply an acknowledg- 
nent of a debt, and a promise to pay it, I submit 
hat the more proper tribunal would be a Court of 
Tustice, or a Court of Equity, to determine the mean- 
ng and obligation of the contract. With respect to 
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the high rate of interest, that should be controlled by 
declaring all interest beyond a certain fixed rate to 
be usury, and punishable by a fine proportioned to 
the oflfence. 

There is this distinction between the rate of inte- 
rest and a similar rate of tax, that the tax is paid 
by. aU who are liable by law to the assessment, 
while the high rate of interest is profitable to the 
banker, the buyer, the exporter of goods, and the 
creditor; and hurtful to the debtor, the holder of 
goods and securities lowered in price or value, and to 
the importer of goods : the refusal to lend upon Con- 
sols shows that it is not the wants of "legitimate 
commerce " which influence the Bank, which prevent 
" their extending their discounts and advances upon 
approved securities," but some other want of the 
Bank itself, and that want is the want of bullion, 
which the Bank has no other means of obtaining than 
by a. shock to credit, lowering the prices of other 
people's goods and securities. 

With respect to increasing the reserve by taking a 
portion of the buUion from the issue department, it 
should be recollected that the whole of the bullion in 
the issue department was already appropriated to the 
depositors, either by Bank-notes or by Bank credits, 
and was not the property of the Bank ; on which I 
have remarked, pp. 556, 557, 558, ante. 

He quotes the opinion of a celebrated French 
writer, M. Chevalier, who condemns the present 
system. " It offends the soundest ideas in regard to 
credit; it entirely prevents the use of the invaluable 
auxiliary of credit in surmounting difficulties." My 
opinion has been sufficiently shown as to the injustice 
and inconvenience of interfering with credit, and, 
with respect to the foreign drain, I submit the Bank 
has nothing whatever to do with it ; it should be met 
by the foreign merchants who want the bullion. 

Mr. Akroyd, who seconded the motion, recom- 
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nended the mode of collecting information wMcli 
lad been adopted by the French Government, which 
s similar to that formerly recommended by the Cour 
les Monnoies in France, to which 1 have alluded, 
). 550, ante. 

Sir Stafford Northcote admitted the propriety of 
;he inquiry in order to see, after the additional 
ixperience we have had, if we are to maintain the 
jrinciple of the Act, how far the machinery might be 
mproved. A distinction is here justly drawn be- 
}ween machinery and principle^-but neither the one 
lor the other is explained — the machinery employed 
yy a banker, whether the Bank of England or a 
private bank, or a joint-stock bank, would appear to 
jonsist in the means at his command honestly to meet 
lis engagements, and the law should enforce the pay- 
ment of the debt agreeably to the contract. 

The President of the Board of Trade is careful to 
nform the country that " the Government believe 
that the principles upon which the Act of 1844 is 
based are the sound and true principles upon which 
5ur currency should rest;" at the same time he ob- 
serves, "they ought to be guided by some general 
principle on which we are tolerably agreed." — It 
should never be forgotten that all the controversy is 
'ounded upon the meaning of the words of the Bank 
jf England note, upon the construction to be put 
upon that contract — that consti'uction should be con- 
sistent with truth and justice, the only obligations in- 
curred by a " promise" and a " debt." No machinery, 
□10 Act of Parliament can, with impunity, control or 
change these eternal and immutable principles of 
'general application, whether it be the promise and the 
debt of a national bank, or the engagement of an 
smployer with his daily labourer. 

The argument about the loanable capital of the coun- 
try being limited, I submit, is not appUcable; that 
sapital belongs to individuals and not to the country: 
nor exclusively or principally to the Bank of England. 
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With respect to money being " used up : " there was 
no scarcity of gold and silver money, the only money 
of Great Britain, and declared to be the only money by 
Act of Parliament ; the value of that was not changed 
by scarcity, nor the value of the Bank-note ; the value 
of the loan by " discounts and advances upon approved 
securities " was increased by the high rate of interest 
charged ; the Bank-note is not money, it is payable 
in money, and cannot itself be money. "If we were 
everywhere to unshackle and set no limits to enter- 
prise, there is too much danger' of enterprise rapidly 
growing into insane speculation." 

This paternal solicitude of the Government mani- 
fested in the "very salutary and protective influence " 
exercised over the currency in order to check " un- 
shackled enterprise," might very consistently be" 
extended to that extravagance in expenditure in 
furniture, dress, and equipage which too often is the 
cause of " insane speculation." Should not Govern- 
ment re-enact the sumptuary laws ? Let us listen to 
Adam Smith on this subject. 

Adam Smith, b. ii. c. iii. : 

" This frugality and good conduct, however, is upon 
most occasions, it appears from experience, sufficient 
to compensate, not only the private prodigality and 
misconduct of individuals, but the public extrava- 
gance of Government. The uniform, constant, and 
uninterrupted effort of every man to better his con- 
dition, the principle from which public and national 
as well as private opulence is originally derived, is 
frequently powerful enough to maintain the natural 
progress of things toward improvement, in spite 
both of the extravagance of Government, and of the 
greatest errors of administration. Like the unknown 
principle of animal life, it frequently restores health 
and vigour to the constitution, in spite not only of 
the disease, but of the absurd prescriptions of the 
doctor." 
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" The capital, therefore, annually employed in culti- 
vating this land, and in maintaining this labour, must 
likewise be much greater. In the midst of all the 
exactions of Government, this capital has been 
silently and gradually accumulated by the private 
frugality and good conduct of individuals, by their 
universal, continual, and uninterrupted effort to 
better their own condition. It is this effort, protected 
by law and allowed by liberty to exert itself in the 
manner that is most advantageous, which has main- 
tained the progress of England towards opulence and 
improvement in almost all former times, and which, it 
is to be hoped, wUl do so in all future times. England, 
however, as it has never been blessed with a very 
parsimonious government, so parsimony has at no 
"time been the characteristical virtue of its inhabitants. 
It is the highest impertinence and presumption, 
therefore, in kings and ministers to pretend to watch 
over the economy of private people, and to restrain 
their expense, either by sumptuary laws or by pro- 
hibiting the importation of foreign luxuries. They 
are themselves always, and without any exception, 
the greatest spendthrifts in the society. Let them 
look well after their own expense, and they may 
safely trust private people with theirs. If their own 
extravagance does not ruin the state, that of their 
subjects never will." 

Let Government be cautious how they check this 
" universal, continual effort of individuals to better 
their own condition." Can it be said that this effort 
is " uninterrupted," is " protected by law and allowed 
by liberty to exert itself in the manner that is most 
advantageous," while the " great powers " of the 
Bank of England exist ? 

The Committee of the House of Lords observe 
(p. 311, ante) : — 

" To the Bank of England Parliament has confided oreat 
privileges and exclusive powers ; fqr the exercise of these 
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powers the Bank is responsible. In these respects the Bank 
of England differs from an ordinary trading corporation ; 
and consequently is bound always to keep in view the real 
and permanent interests of the commercial classes, and of 
that great community of which it forms a part. The true 
interests of the proprietors of Bank stock can never be 
prejudiced "by being considered in connexion with those larger 
principles." 

The Committee of the House of Commons (p. 321, 
antk) observe: — 

" The Bank is a public institution possessed of special and 
exclusive privileges, standing in a peculiar relation to the 
Government, and exercising, from the magnitude of its re- 
sources, great influence over the general mercantile and 
monetary transactions of the country." 

" These circumstances impose upon the Bank the duty of 
a consideration of the public interest, not indeed enacted and 
defined by law, but which Parliament in its various transac- 
tions with the Bank has always recognized, and which the 
Bank has never disclaimed." 

" It is unnecessary to impose such duty by law, as there 
can be little doubt that the permanent interests of the Bank 
are identified with those of the public at large." 

Speaking of the banking trade, Adam Smith, who 
wrote during the existence of the Banlc of Amster- 
dam, which he described as " the great warehouse of 
Europe for bullion" (see p. 76, ante), says : " The prin- 
cipal banking companies in Europe, accordingly, are 
joint-stock companies, many of which manage their 
trade very successfully without any exclusive privilege. 
The Bank of England has no other exclusive privilege, 
except that no other banking company in England 
shall consist of more than six persons. The two 
Banks of Edinburgh are joint-stock companies, with- 
out any exclusive privilege." This was written about 
1775. B. i. c. V. 

_ I submit that the Bank of England should be re- 
heved from the exercise of such " great privileges and 
exclusive powers" — from the duty of " keeping in view 
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the real and permanent interests of the commercial 
classes and of that great community of which it forms 
a part " — from " the duty of a consideration of the pub- 
lic interest" — and from " exercising from the magni- 
tude of its resources great influence over the general 
mercantile and monetary transactions of the country." 

I would submit that the Bank of England should 
exercise only the same influence which it possessed 
during the existence of the Bank of Amsterdam — the 
great warehouse in Europe for bullion ; that the Bank 
should be relieved from furnishing bullion to the 
members of the great mercantile republic; that it 
should be relieved from the necessity of providing 
this bullion, the painful necessity of lowering the 
prices of goods and securities, the property of others, 
in order to procure this bullion from abroad — that this 
great country should never have presented the humili- 
ating spectacle of its National Bank resorting to the 
Paris bankers for the loan of 2,000,000 sterling (see 
p. 279, ante) ; and of being under the apparent want 
of assistance, kindly offered by the Government of 
France during the late crisis : least of all should this 
"country" or the "trade" of this country, make enor- 
mous sacrifices of property to enable the Bank to pro- 
vide bullion for the foreigner, with which those who 
make these saciifices may have had nothing to do : 
and more repugnant still should this proceeding be, 
when effected by a concealed operation — by the intro- 
duction of a new phraseology — by the mild epithet of 
'■'•pressure." 

I submit, is it not time to discard a system, involv- 
ing such mortifying circumstances ? and is it not most 
extraordinary that the amount of currency, or the 
abUity to discount bills, should be in any way depen- 
dent upon the acquisition of a commodity, of bullion, 
which the Bank cannot obtain from abroad, with its 
own means of paying for it — and which, by pressure, 
it obliges othei's, at their great loss, to procure for 
them ? 
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Lord King, in his pamphlet on the Bank Restriction, 
observes (see p, 357, antS) : — 

" A due regard to general rules, and especially to the great 
rules of property, forms a most important part of the duty 
of a legislator. They are the foundation of all private and 
political security." 

" Had Parliament been called upon to authorize any of 
those direct frauds upon the currency which have often dis- 
graced arbitrary governments, had it been recommended to 
them to raise the denomination, or to diminish the value of 
the current coin, there can be no doubt that such a proposal 
would have been rejected with indignation." 

It rests with the advocates of the present banking 
system to show the difference between the power " to 
raise the denomination or to diminish the value of thq 
current coin ; " and the power to lower the prices of 
goods or securities by a control over the currency — 
by a contraction of the circulation ; or by an exorbi- 
tant rate of interest : in both instances it is an effect 
upon the prices of goods, and a violation of " the 
great rules of property," and there c^n be no doubt 
that Parliament would have rejected with indignation 
a proposal to confer such powers on the Bank of 
England or on any other corporation. 

The President of the Board of Trade understands 
the nature of the case to be something like this : " A 
merchant or manufacturer is enabled to invest the 
whole of his capital iu business, and, to a certain ex- 
tent, to borrow the unemployed or loanable capital 
of others, in order to enable him to await the return 
of investments he has made." * 

But credit is loanable as well as capital ; the Bank 
of England, when it discounts bills or affords accom- 
modation with its notes, lends its credit only: the 
operations by credit are much more extensive in 
commerce than the operations by capital ; that credit 
whether of the. Bank of England or of any other 
bank, of a merchant or of any other individual, rests 

* Hansard. 
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upon confidence that the note or bill will be paid 
when due : with respect to the Bank of England, that 
confidence of the borrower does not rest upon the 
Bank possessing any particular asset, but upon the 
" fortune, probity, and prudence" of the Governor and 
Company of the Bank, with a guarantee against any 
possible loss, of Government securities and the " rest" 
to the amount of about 17,000,000^ 

" But we must remember that although the loan- 
able capital of the country is large, it is not un- 
limited, and if a demand is 'made for loanable capital 
out of proportion to its amount, great as it may be, 
it is impossible it should not become scarce, and, 
being scarce, that it should not be high in price. 
That is, I believe, the real explanation of what has 
recently taken place." 

" The savings of the country are sometimes esti- 
mated at not more than 100,000,000^. a year. Ob- 
viously the capital to be raised must come out of the 
savings of the country." 

I consider tile whole of this reasoning, as applied to 
the loanable capital or the savings of the country^ to 
be erroneous: each merchant, banker, tradesman, or 
country gentleman should look to his own capital, 
his own credit, and his own means of fulfilling his 
engagements, without troubling himself about the 
loanable capital, or the annual savings of the country. 

Was the loanable capital or the annual savings of 
the country increased by the " Government letter," by 
a suspension of the Umitation of Issue, to the extent 
of five or ten millions employed in addition, by the 
Bank of England in discounting bills, &c. ? The loan- 
able power of the Bank was increased, and the power 
of individuals to borrow was increased, upon approved 
securities, and nothing was changed, except the with- 
drawal of the limitation. 

The Honourable Member is anxious to impress 
upon the House and upon the country that the 
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Government does not believe that "the difficulties 
under which our credit labours and the want of confi- 
dence which has been engendered can be removed by 
any tampering with your currency and banking laws." 

But those " difficulties " and that " want of confi- 
dence " were removed by " tampering with our cur- 
rency and banking laws," by removing or dispensing 
with " the limitation of Issue ; " by dispensing with 
the rule of " pressure " — limitation and " pressure " 
being the fundamental laws of our present system of 
currency. 

" In the great success of our commercial enterprize 
there is something that is fascinating to us." But 
there is something quite as fascinating in the success 
attending the enjoyment of a monopoly, whether 
that monopoly exist among the commercial, manu- 
facturing, or banking community ; nor does experience 
warrant an implicit faith in the judgment or moral 
sensibilities of monopolists when treating of their 
peculiar interests. 

Adam Smith observes, b. iv. c. viii. : 

" The cruellest of our revenue laws, I will venture 
to affirm, are mild and gentle in comparison of some 
of those which the clamour of our merchants and 
manufacturers has extorted from the legislature for 
the support of their own absurd and oppressive mo- 
nopolies. Like the laws of Draco, these laws may be 
all said to be written with blood." 

We cannot doubt that these monopolists supposed, 
as they persuaded the legislature, "that the prosperity 
of the nation depended upon the success and extension 
of their particular business." 

The Honourable Member observes : " The question 
arises, ought anybody, and, if anybody, who is it that 
ought to provide the trading interests with money to 
meet their demands? The question is, can you, and 
if you can, ought you, to make money, when money is 
scarce? I believe that is the real question at the root 
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of these difficulties. It is a question upon which 
there are two opinions. People are divided into two 
hopelessly antagonistic schools upon the subject." 
" There are different theories as to what money 
exactly is." 

The opinion of the Government is announced to be 
that " when money has been used up, and there is 
not a sufficiency of loanable capital in the country, it 
is not possible or desirable to meet the difficulties by 
any fictitious creation of money." 

The difference between the money which is " used 
up," and "the fictitious creation of money," is not very 
distinctly drawn. I think the question applies more 
properly to bullion than to money, " ought anybody, 
and if anybody, who is it that ought to provide the 
trading interests abroad with bullion to meet their 
demands? " — Our present banking system appears to 
be founded upon the principle that when there is not 
a sufficiency of bullion in the country, the difficulties 
which arise should be met by a fictitious creation of 
bullion for the foreigner; or rather the international 
traders of the world, the great mercantile republic; 
fictitious, as respects the payment by the Bank of 
England. 

To provide a circulating medium by a substitution 
of promissory notes for gold and silver money, 
honestly paid in gold and silver money when demanded, 
and both circulating together in the country where 
those notes are issued by a responsible banker, is very 
different from providing bullion for the foreigner by 
pressure upon commerce, lowering the prices of other 
people's goods, and substituting those goods for 
buUion in the foreign market : and to the question. 
Who is to provide that bullion? the answer is obvious, 
Those and those only who want it for their own 
advantage. We have in our banking system disre- 
garded the obvious rule that those who want the 
bullion should pay for it ; and we substitute for pay- 
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ment, by those who want it, a fictitious creation of 
bullion by pressure upon those who do not want the 
bullion, by pressure inflicted by those who are under 
no obligation to provide bullion in payment of the 
Bank of England note, which is a promise to pay 
money and not merchandise. This, I have no doubt, 
is where the difficulty lies, and which will continue as 
long as the monopoly of the Bank of England excludes 
the competition of a multiplicity of bankers in the 
issuing of promissory notes ; and in the absence of a 
warehouse for the reception and safe custody of the 
precious metals, transferable like other bonded goods 
by the owners of the bullion : and placed on such a 
footing as to make it the interest of the owner of the 
bullion, and of the foreign merchants to avail them- 
selves of the warehouse. 

Mr. Fawcett did not attribute the disasters to the 
Bank Act, but to a reckless spirit of gambling which 
had spread itself over the commerce of this country. 
" There was a gratifying fact connected with all our 
commercial difficulties." He challenged any honour- 
able gentleman of commercial experience in that 
House to point out to him a single large commercial 
concern, which, having done a legitimate business, 
had succumbed in this crisis. 

This would be little consolation to those who had 
made great sacrifices not to succumb. 

Writing on the crisis of 1847, Lord Ashburton ob- 
served (p. 12) : " To a banker no price is too dear for 
the maintenance of the purest credit, and even at this 
moment the public will never know the individual 
losses occasioned by the present pressui'e ; these are 
secrets which few are able to make public with im-- 
punity." The same reasoning applies to the credit of 
the merchant. 

Mr. Hubbard observed : " The Bank Act said not a 
word about panics, not a word about the convenience 
of trade," But the Bank Act was silent upon more 



592 BANKING AND ISSUE. chap, xviii. 

subjects than these: it said not a word about " pres- 
sure," about lowering the prices of goods and secu- 
rities to meet a demand for bullion — not a word about 
exchanging notes or paying notes with uncoined gold 
or bullion, and cancelling those notes — not a word 
about appropriating six or seven millions of gold in 
the Issue Department, and giving no notes or available 
receipts for it, which cannot be claimed or demanded, 
and which accounts for the increase of the bullion 
reserve from 6 or 7,000,000 to 15,000,000^., which 
accounts for the bullion in the Issue Department, 
being never exhausted ; therefore it is not sufficient 
that " the Act should be allowed to speak for itself," 
the action of the Bank cannot be known from the Act 
itself. 

In the Report of the Committee of 1858, we are 
referred for the opinions of the most eminent writers 
on the currency to the evidence taken in 1857, and 
we rnay be allowed to give the opinions expressed in 
that evidence as explanatory of the action of the 
Bank of England. (See p. 533, ante.) 

Mr. Hubbard : " It drew not one day too soon a 
legal separation between the two offices of banking 
and issue." 

What is the issue ? In the Government letter it is 
said (p. 567, anti): "If the Directors of the Bank of 
England shall find it requisite to extend their dis- 
counts and advances upon approved securities so as to 
require issues beyond the limits fixed. by law, &c." 
I beg to refer to pp. 506, 507, ante., by which, I think, 
it appears that notes have been issued in discounting 
and making advances, within the amount limited, on 
similar securities since and before the Bank Act; 
whether by the Bank of England, Joint Stock Banks, 
or private Banks, having the privilege to issue notes : 
the offices of Banking and Issue appear to be no more 
separate since than before the passing of the Act. 
Why the issue of credit paper should be determined 
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by Act of Parliament, and not by the competition of 
bankers and the wants of the community, is a fit 
subject of inquiry. 

The statement of the accounts, placing the Govern- 
ment Debt, as the foundation of issue, on the credit 
side of the Issue Department, instead of its remaining 
as a guarantee fund, requires explanation — and why 
the same debt is placed to the debit side of the Bank- 
ing Department. 

With respect to "the average amount of bullion 
being 6,700,000?. during the last five years of the old 
system, while during the last five years the amount 
of bullion held was upwards of 15,000,000L" — for 
the reason of this increase I refer to p. 506, ante, 

The illustration of the bridge thrown across a river, 
I consider, is not complete : it should be added that 
the bridge was leased to an irresponsible corporation, 
with permission to raise or lower the tolls in order 
to increase or diminish the traf&c according to their 
interest or convenience; and in subserviency to a 
previous contract (an imaginary contract) with a 
foreign customer to which aU the other traffic was 
to give way : some may suppose that it would be 
wiser for the pubHc to quit the river, the bridge, and 
the high tolls, and to use the highway open to all who 
would conform to the rules of the road, and pay a 
toll not exceeding a certain rate. 

Mr. Gladstone : "I had thought that in many re- 
spects at least we must recognise the great benefits de- 
rived from the working of this Act — the convertibility 
of the Bank-note had been placed beyond the slightest 
taint of apprehension or suspicion," — " So iar as 
foi'eign drains are concerned, there is no longer any 
apprehension or difiiculty either in the present or 
the future." 

The word " convertibility" has two meanings, when 
apphed to the Bank of England note : to the pay- 
ment with coin for the national circulation, and to the 

Q a 2 
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payment with bullion for exportation : these two 
meanings are quite distinct, as distinct as money and 
merchandise. 

To lower the prices of goods or securities in order 
to prevent or check the drain of bullion, or to pro- 
cure it from abroad, either by contracting the circu- 
lation (agreeably to Sir Robert Peel's plan), or by 
raising interest to any rate required for the purpose, 
may be attended with no apprehension or difficulty 
on the part of the Bank of England ; but it produces 
a shock to credit, and great difficulty, and enormous 
loss, to the owners of goods and securities, whose pro- 
perty is reduced in value, in order to procure this 
bullion for the Bank of England. 

Speaking of the proposed Commission, Mr. Gladstone 
expresses his conviction, " that so far as it related to 
causes and principles, it would not weigh with that 
House." Experience would appear to confirm this 
opinion. On two occasions when the Cun'ency ques- 
tion was before the House, they have been counted out; 
and the resolution on Mr. Vansittart's motion, when 
considering the Report of the Bullion Committee in 
1811, would not strengthen the opinion that the 
House of Commons was a satisfactory tribunal for 
discussing the currency question. (See p. 232, ante.) 

With respect to the State having " the whole busi- 
ness of issue," and " the profits of issues," and " the 
responsibility of issue," that principle was brought 
under the notice of the Committee by Sir Robert 
Peel when he introduced the Bank Bill. He ob- 
served : " This question was under the consideration 
of the House when Lord Althorp brought forward 
the Bank Charter Bill in 1833. It had also been the 
subject of consideration in the Select Committee of 
1832 ; and Lord Althorp, in moving the extension of 
the Bank Charter, discussed the policy of a single 
Bank of Issue, to be constituted by and responsible to 
the Government." " Having mentioned the name of 
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Lord Althorp, I must," said Sir Robert Peel, " though 
I differ from that noble lord in respect to politics, bear 
testimony to his integrity, and to the soundness of his 
judgment in all financial matters. No man who ever 
filled the oflice which the noble Lord then held 
is entitled to stand higher in public estimation as 
respects those qualifications for a public trust. On 
the occasion to which I have just referred Lord 
Althorp said, "■ Another point for consideration is, 
whether the profits, which must necessarily be derived 
from the circulating medium of the country, should 
be possessed by Government, or should be allowed 
to remain in private hands ? ' Now, sir, the advantages, 
the only advantages, which I have been enabled to 
discover in a Government Bank, as compared with 
a private company, are those which result from 
having responsible persons to manage the concern, 
the public deriving the benefit of it; but then, on 
the other hand, I think these advantages are much 
more than counterbalanced by the political evils 
which would inevitably result from placing this Bank 
under the control of the Government. I think that 
the effect of the State haviug the complete control of 
the circulating medium in its own hands would be 
most mischievous." * 

• Sir E. Peel's Speeches, p. 34. 
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CHAPTER XIX. 

MR. GLADSTONE ON THE TEN PEK CENT. BATE OF DISCOUNT, 
WITH REMARKS — LORD ASHBTJRTON ON THE MODE OF RELIEV- 
ING THE CRISIS OF 1825^DISAPPROVES OF THE BANK ACT 

MR. GLADSTONE ON THE HOUSE OF COMMONS DISCUSSING THE 
QUESTION OF THE CURRENCY, WITH REMARKS ON THE PAY- 
MENT OF THE BANK-NOTE WITH BULLION ON THE PRINCIPLES 

OF THE CUKRENCY — A DIFFERENT PAYMENT SUGGESTED — ON A 

PRETENDED PAYMENT LORD ASHBURION ON THE EVILS OF 

OUR PRESENT BANKING SYSTEM ON THE DOTY OF THE GO- 
VERNMENT — MEMOIR OP ADAM SMITH — ON THE MEANS OF THE 
BANK OF ENGLAND TO PROCURE BULLION — A NEW MEANING 

GIVEN TO WORDS WHICH FAVOURS THE SYSTEM ADAM SMITH 

ON MONOPOLY LOCKE ON THE ABUSE OF WORDS PROPOSITIONS 

SUBMITTED BY THE AUTHOR ON SCARCITY OF MONEY-^ON 

SEIGNORAGE, OVERISSUE; AND HIGH PRICES ON THE USE OF 

BULLION — ON FREEDOM OP CREDIT, COMMERCE, AND PRICES. 

Mr. Gladstone: " What have we been labouring 
under ? Why is the rate of discount charged by the 
Bank kept up at 10 per centi ? It is because of the 
limited condition of its reserve. And why is the re- 
serve so limited? Because of the immense demand 
consequent upon banking discredit — the immense de- 
mand made upon the notes and coin of the Bank* 
Notes and coin have been called to supply this 
want." 

I would ask, what is the reserve ? Is it a reserve of 
bullion? The French Government so considered it, 
and, in my opinion, very justly. A supply of bullion 
would have enabled the Bank to increase their supply 
of notes, and this raises the question, why is there 
any such thing as a reserve of bullion beyond the 
requirements for coinage? — why is the issue of notes 
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dependent ■upon bullion? — why is there a limitation 
of notes ? 

Lord Ashburton (p. 13) states in 1825, w!ien the 
gold of the Bank was drained within a very few- 
thousand pounds, "in a conference between Lord 
Liverpool, Mr. Huskisson, the Governor of the Bank, 
and himself," " A large additional issue of notes was 
determined on, which afforded immediate relief, in- 
cluding 1,500,000Z. of 11. notes accidentally found. 
The notes, by this proceeding, were increased from 
19,748,000?. in December 1825, to 24,479,000?. in 
March 1826 ; and having served to relieve the pres- 
sure, they gradually subsided, before the end of that 
year, to their ordinary amount of 19,951,000Z." " The 
credit of the Bank for all domestic purposes was 
perfect." " The gold was not wanted to send abroad." 

Lord Ashburton calls "the Act of 1844" (p. 29) 
" the great bugbear," and p. 27 : " The acting under it 
would be laughably absurd, if the consequences we 
are experiencing were not so serious." " Do these 
reasoners comprehend the losses occasioned by this 
depreciation of all property when this screw is ap- 
plied, to correct every occasional fluctuation of the 
exchanges?" Speaking of the panic of 1825, Lord 
Ashburton observes (p. 11 ) : " The panic produced a 
rush upon the most wealthy and solid establishments 
by all who had claims upon them ;" " and it is worthy 
of remark that the claims of the depositors were al- 
ways the most formidable: they called for their 
hundreds, while the holders of notes, though more 
numerous, came for single pounds." 

Mr. Gladstone : " Charged as we have been for half 
a century with all the interesting discussions and 
considerations of the principles relating to the cur- 
rency, it would be a great innovation to deliver over 
the prosecution of that subject into other hands ; and 
the effect of that innovation would, I believe, be in- 
jurious and detrimental to the progress of the question 
itself." 
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Are we quite satisfied that the "principles" which 
we have taken for granted, during "these interesting 
discussions " relating to the currency, are the true 
principles ; that these principles rest upon a true con- 
sideration of the facts ; and that these facts warrant 
the conclusions? 

" To discover error in axioms, or in first principles 
grounded on facts, is like the breaking of a chann." 
(See p. 242, anth.) 

Is the practice of the Bank of England consistent 
with the rule laid down by the Committee of the 
House of Lords : " The first duty of the Bank of 
England is, so to conduct its affairs as to secure the 
means for the performance of all its engagements with 
integrity and good faith ; " to attain the convertibility 
of the note " by proper means "? (See p. 307, ante.) 

Is it consistent with that " duty " to pay the Bank 
of England note with buUion, procured not at the ex- 
pense of the Bank, but at the cost of the owners of 
goods and securities ? 

Is it consistent with the contract expressed in the 
Bank-note, to pay the note with bullion, which is 
merchandise and not money ? What is the currency ? 
what is the question ? what is the engagement ? what 
is money ? 

All these questions are answered by the tenor of 
the Bank of England note — comprising the promise 
and the engagement. Have these discussions been 
limited to the moral obligation of the Bank of England 
to pay its notes with money, the money of the realm, 
the " pound," the " sovereign," declared by Act of 
Parliament to be the only money of Great Britain? * 

If we confine the meaning of the pound to money, 
and the convertibility to the payment in money, we 
may arrive at a just appreciation of the engagement 
— a very homely solution of a great difficulty. Let 

* See p. 471 anti. 
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US be assured of the soundness of the principles which 
we advocate, those principles must rest upon the solid 
foundation of truth and justice ; let nothing induce 
the Government to deviate from these immutable and 
eternal principles ; and however imperfectly I may- 
have been an exponent of those principles in their 
application to our banking system, I am encouraged 
by the consideration that " he who jogs forv^ard on 
a battered horse in the right way may get to the end 
of his journey, which he cannot do who gallops the 
fleetest courser of Newmarket out of it." * 

I will suggest another mode of .separating the do- 
mestic circulation of promissory notes from all de- 
pendence upon the international bullion, which is 
" alternately imported and exported for the purposes 
of foreign trade." 

If the Bank of England notes were made payable 
in " sovereigns " at the Bank of England only^ and at 
all other places in ancillary coins — these ancillary 
coins or tokens to be coined at the rate of fifty to the 
pound Troy, instead of at the standard weight of 
46Z. 14s. &d. — there would always be a difference of 
about 2^ per cent, between the sovereigns and these 
coins. These Banh-notQs to be of the denomination 
of bL and lOZ. only — these notes to be a legal tender 
for ten pounds, and the coins these notes are payable 
in to be a legal tender for five sovereigns ; these notes 
would pass in the domestic circulation at the same 
value as the notes payable in sovereigns, because 
sovereigns could be always had for them at the Bank 
of England. 

These notes, relatively to each other, would be in 
the same position as the gold and silver coins now 
current; the notes payable in the gold tokens, 
would not be presented for payment in order to ex- 
port the gold ; as the silver coins are not exported, 

* Bolingbroke. 
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there would be a loss of about 2^ per cent, on their 
exportation. 

This would effectually separate these coins, and 
secure this domestic circulation from all demand for 
bullion for exportation ; and the limitation of the de- 
nomination to 5Z. and 10/. would prevent their being 
collected for the purpose of being sent to be ex- 
change'd for sovereigns at the Bank of England, as 
the public would not spare them. 

The new gold-pieces and the new notes may have 
their distinctive device and appellation. It would be 
well to introduce them gradually, as experience might 
warrant — the value to be expressed on the notes and 
on the coins. (See p. 64, anth.) 

A pretended payment renders our present Banking 
and Currency laws amenable to the same obloquy that 
was heaped by Adam Smith on the pretended pay- 
ment of debts by the adulteration of the coin: the 
principle is the same of paying debts with adulterated 
coins, or not paying them at all at the cost of the 
debtor. There is this difference — the secret motive of 
the Kings of France was to defraud their creditors on 
the plea of necessity, and for their own advantage ; no 
one accuses the Government of this country, or the 
Directors of the Bank of England, of any wish to ap- 
proj)riate to themselves the advantage of this pre- 
tended payment. Sir R. Peel saw no alternative. It 
is endeavoured to palliate the injustice by the un- 
founded assumption that the country must pay the 
debt to the foreigners (p. 243, ante)^ and the trade of 
the country (p. 253, ante). But neither the Govern- 
ment, the country, the trade, nor the Bank of Eng- 
land have, morally or socially, anything whatever to 
do with the payment of the Bank-note with biiUion to 
the great mercantile republic. This payment is as 
foreign to the payment of the note, as it would be 
with any other merchandise; the principle would 
be the same, whether bullion, tea, tobacco, or coffee. 
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Nor is the plea that money is more scarce and there- 
fore must be dearer better founded ; the value of the 
money is fixed, the price only of the loan varies. 

Lord Ashburton is a remarkable instance how the true 
principle may escape the sagacity of the practical and 
experienced. Lord Ashburton advocated a payment 
in gold and silver both — the great fallacy of the French 
economists for centuries; and did not repudiate the 
payment of the note with bullion to the foreigner — the 
great fallacy of our present system. He thought the 
difficulty might be met by the prudence and sagacity 
of the Bank Directors. The demand for bullion is 
quite distinct from the demand for coin. The demand 
for coin may arise from want of confidence in the 
" fortune, probity, and prudence " of the banker : the 
demand for bullion arises from the want of a convenient 
commodity to meet bad markets, and is a question of 
the profit or loss attending the sale of other commodi- 
ties. Lord Ashburton entirely mistook the cause and 
the remedy. He was right in thinking that, if " these 
enonnous fluctuations in the value of property, and 
these occasional disturbances of manufacturing in- 
dustry, were inseparable from the circulation of bank- 
notes, it would be more safe to have no banks of issue; 
we pay too dear for this accommodation, great and 
useful as it is."* This is applicable to the payment of 
the note with bullion — not to the payment of the note 
with coin, with money, the sovereign, the only money 
of the realm. We pay too dear for the convenience 
of payment in bullion, procured at the price " of enor- 
mous fluctuations in the value of property," and " dis- 
turbances of manufacturing industry." But Lord 
Ashburton considers it is a matter of accommodation, 
of preference ; but it is not a question of accommoda- 
tion, or choice, but of duty. It is a breach of contract, 
when viewed in its true light, as paying the note with 
the property of others, and it is to the obscurity of lan- 
guage and the subtilty of the system it owes its main- 

* Financial and Commercial Crisis, 1847, p. 19. 
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tenance. When exposed in its true colours, it be- 
comes amenable to the charge of a pretended pay- 
ment. In order to prove the truth and justice of the 
system, the Government must show that bullion is 
money, — that the Bank proprietors, through their 
managers, the Bank Directors, buy this bullion abroad 
(when not to be had at home), with their own goods, 
— that the statements of their weekly accounts are 
clear and intelligible at a glance, — that the depositors 
may be paid their bullion iu deposit, when they choose 
to demand it, — that they have notes, the only means 
of obtaining it, — that exorbitant interest is morally 
justifiable, — that there is no concealment, — that the 
action of the Bank is consistent with the commands 
of the Decalogue ; that it is consistent with the civil 
law, as propounded by Justinian (see p. 319, anth) — 
" Alterum non Isedere, suum cuique tribuere ; " that 
it is consistent with the common law, " Sic utere 
tuo, ut alterum non Isedas." 

It may be interesting, to some unacquainted with 
the life of Adam Smith, to trace his several appoint- 
ments, in order the better to judge how far his ac- 
quirements entitled him to the fame he enjoys as the 
first of political economists. 

Being nominated by the University of Glasgow to 
an exhibition of Balliol College, Oxford, where he was 
a hard student seven years, improving himself in his 
acquaintance with the Classics and Rhetoric, he lec- 
tured at Edinburgh, in 1748, on Rhetoric and Belles 
Lettres. He afterwards filled at Glasgow the office of 
Professor of Logic, and was about a year afterwards 
elected to the Chair of Moral Philosophy. He pub- 
lished a " Criticism on Dr. Johnson's Dictionary " in 
1755, and his next work was his " Theory of Moral 
Sentiments." 

" For thirteen years he had directed the minds of 
a numerous class of scholars to the important study 
of Political Economy, which had not before his time 
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been deemed essential to a course of Moral Philosophy, 
or was at least slightly treated as such." To his work 
on the " Theory of Moral Sentiments " was appended 
an "Essay on the Formation of Language." 

In 1763 Dr. Smith was engaged to act as travel- 
ling tutor to the young Duke of Buccleugh, They 
remained eighteen months at Toulouse in France, 
whence they proceeded to Geneva, where they remained 
a short time, and thence returned to Paris. " The rank 
of his pupil and the friendship of Mr. (David) Hume 
were the means of introducing him to the first circles 
of fashion and literature in France." 

" It was in this tour (says his French translator and 
biographer, Garnier) that Smith collected the infor- 
mation respecting the interior of the country, which 
we find in his " Wealth of Nations," because his scru- 
pulous adherence to truth would not allow him to 
quote any person's observations but his own, and it 
is this which gives so much weight to all those rea- 
sonings which he deduces fi'om them." 

"On Mr, Smith's return to England, in 1766, he 
spent three years in London with the Duke of Buc- 
cleugh, who (according to his Grace's own words to 
Mr. Stewart) loved and respected him, not only for 
his great talents, but for his every private virtue." 

" In 1776 he repaired to London, having been no- 
minated one of the Commissioners of the Customs in 
Scotland." — " In 1778 he removed to Edinburgh, to 
discharge the duties of his office, which he performed 
with the utmost scrupulousness, often examining ac- 
counts minutely before he affixed his name, though 
his signature was a mere matter of form." 

" He was in 1787 elected Lord Kector of the Uni- 
versity of Glasgow." 

" For about twenty years of the most valuable part 
of his life, his almost undivided attention had been 
devoted to inquiries respecting the nature and causes 
of the wealth of nations, and it was in his retirement 
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at Kirkaldy that he found time to arrange and comment 
upon the facts and observations he had collected." 

He died in July 1790.* 

We shall never understand the action of the Bank 
of England, unless we consider it as involving a 
pretended payment ; when inconveniently pressed for 
bullion, it neither performs its assumed promises, nor 
pays its assum,ed debts, as respects the bullion, from 
its own assets ; and a new meaning is given to words 
which favours the pi'esent system. 

The Governor and Company of the Bank of Eng- 
land are in the Banking Department viewed in the 
same light as other bankers, who circulate their 
promissory notes. 

4015. f The same Governor and Company " are in 
the Issue Department mei'ely mechanical instruments" 
exchanging notes for bullion and bullion for notes, 
without discretion or responsibility — " a machine." J 

The unconditional promise to pay pounds, sove- 
reigns, money on demand, is interpreted to mean, in 
the Banking Department, to pay coins for the home or 
domestic circulation ; and in the Issue Department, 
to pay bullion, merchandise, for exportation. 

3899. The Bank-note, the most distinct and ex- 
press promise to pay pounds, money, is interpreted 
to mean neither a promise nor contract^ but a cer- 
tificate of bullion, " Bank-notes are nothing more 
than certificates of bullion in deposit," and " ought to 
fluctuate exactly as the bullion fluctuates," although 
there are notes issued for only about one half of the 
bullion, and which does not accord with the following 
statement : — 

3880. July 10, 1857. "Precious metal in the 
Banking Department I consider to be currency, but 
not bullion in the Issue Department, because, against 
that, notes have been issued representing it." 

* From the Life prefixed to the Glasgow edition (3 vols. 1805). 
t Lord Overstone, July IS.")?. % Sir R. Peel. 
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3881, " The uncoined bullion ? Coining has no- 
thing whatever to do with the question. Coining or 
non-coining is a mere question of mechanical conve- 
nience." 

3811. " Paper notes are merely a mechanical con- 
trivance to be used for convenience in lieu of that 
metal" (bullion). 

Lord Overstone, 14th July, 1857 (4193) : " I must 
speak plainly ; I have a great public duty to dischai'ge 
in giving my evidence upon this matter." 

Some of our greatest writers have employed the 
full strength of language, in exposing what they con- 
sidered prejudicial to the cause of justice, or to the 
interests and honour of their country. 

The monopoly of the East India Trade was in 
importance equal, perhaps, to the monopoly of the 
Bank of England, Yet the splendour of its es- 
tablishment, and the extent of its dominion, did not 
protect it from its being included in Adam Smith's 
condemnation of monopolies. 

He observed (b, iv. c. vii.) : 

" It is the system of government, the situation in 
which they are placed, that I mean to censure — not 
the character of those who have acted in it." After 
observing, " In war and negotiation, the Councils of 
Madras and Calcutta have, upon several occasions, 
conducted themselves with a resolution and decisive 
wisdom which would have done honour to the Senate 
of Rome in the best days of that Republic," he con- 
cludes : " Such exclusive companies are nuisances in 
every respect, always more or less inconvenient to 
the countries in which they are established, and de- 
structive to those which have the misfortune to fall 
under their government," 

I have given an extract from that great philosopher, 
Locke, on a departure, by those who treat of money, 
from the " plain, true, honest " sense of words. (See 
p. 234, ante.) He thus expresses himself on the "Abuse 



606 PROPOSITIONS SUBMITTED. chap. xix. 

of words : " — " There is scarce any sect in philosophy 
which has not a distinct set of terms, that others 
understand not ; but yet this gibberish, which, in the 
weakness of human understanding, serves so well to 
palliate men's ignorance and cover their errors, comes, 
by familiar use among those of the same tribe, to seem 
the most important part of language, and of all others 
the terms the most significant." 

" Besides, there is no such way to gain admittance, 
or give defence, to strange and absurd doctrines, as to 
guard them round about with legions, of obscure, 
doubtful, and undefined words; for untruth being 
unacceptable to the mind of man, there is no other 
defence left for absurdity but obscurity." * 

I have endeavoured in the preceding pages to 
explain my reasons for considering our present sys- 
tem of banking to be founded on fallacious principles, 
and with due deference I submit the following pro- 
positions : — 

That the Bank Act be repealed or modified, in 
order to remove all dependence upon bullion for a 
supply of promissory notes. 

That the promissory notes of the Bank of England, 
and of all bankers, be paid with coin only; and the 
payment with bullion be declared illegal, and subject 
to a penalty. 

That the monopoly of the Bank of England be with- 
drawn, and the circulation of paper money or bank- 
notes be supplied by that Bank and other bankei'S ; the 
amount of circulation to be determined by the compe- 
tition of bankers, and the wants of the community. 

That a certain rate of interest be fixed by the 
legislature, and any rate above this to be declared 
illegal, and the offending party to be liable to a 
penalty. 
. That a bullion warehouse be established for the 

* Book iii. chap. 10, 
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safe custody and delivery of bullion, either for coins 
for the domestic circulation, or for the supply of the 
foreign trade, to be at the sole disposal of the owner, 
and transferable by him, as other bonded goods, 
subject to such charges, and such regulations, as may 
be found expedient. 

When we read in section 8, and p. 475 ante^ that 
a few bill brokers held so many millions in deposit ; 
and in section 25, that on the 21st November the Bank 
of England had advanced in discount 21,600,000?., 
and that "half of these loans had been made to the bill- 
brokers, and were partly made upon securities which, 
under other circumstances, the Bank would have been 
unwilling to accept, they were made for the pur- 
pose of sustaining coinmercial credit in a period of 
extreme pressure." May we not conclude that the 
business of discount is too much engrossed by the 
Bank of England and the bill-brokers, however re- 
spectable, and would be more safely and conveniently 
distributed among that Bank and other bankers, 
issuing their promissory notes, together with the bill- 
brokers ? 

In p. 239 {ante) will be found an extract from 
Adam Smith, on the complaint of a scarcity ^of 
money : " Over-trading is the common cause of it." 
He wrote during the existence of the Bank of Am- 
sterdam, and no allusion is made to any prevailing 
.panic: he observes — " Money, like wine, must always 
be scarce with those who have neither wherewithal to 
buy it, nor credit to borrow it. Those who have 
either will seldom be in want either of the money or 
the wine which they have occasion for." 

There was then no limitation of paper-money, and 
no control over credit or currency, by limitation or 
pressure. 

Adam Smith (b. iv. c. v.) expresses his belief that 
a famine has never arisen, during either the course of 
the present (1775) or that of the two preceding cen- 

E R 
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turies, in any part of Europe, " from any other cause 
but the violence of Government attempting, by impro- 
per means, to remedy the inconveniences of a dearth." 

Let Government be careful not to produce a mone- 
tary famine, by attempting by improper means to 
remedy the inconvenience of a scarcity of money. 

In chapter iii. p. 42 {ante), I have treated largely 
^' on seignorage. " Adam Smith supposed that " a small 
fieignorage, or duty upon coinage, would increase the 
value of the metal coined, in proportion to the extent 
of this small duty." — " The superiority of coin above 
bullion would prevent the melting down of the coin, 
and would discourage its exportation." 

I have given at great length my reasons for diflfer- 
ing from him; but if Adam Smith is right, this 
increased value of coin above bullion, in the home 
market, would occasion a preference being given to 
buUion for exportation, and protect the Bank of 
England from any demand for coin for exportation, 
and confine the demand for exportation to the bullion 
in the warehouse; and promote the adoption of the 
principle I advocate, of separating the demand for 
bullion for exportation from payment vrith bullion 
by the Bank of England. I should be rejoiced to 
find that I had been mistaken on this subject. 

Lord Overstone, 10th July, 1857 (4093) : " Then 
why do you object to my question, which infers that 
the evil resulted from the Act of 1844, if its repeal 
would have restored confidence? The repeal of the 
Act of 1844, if it had admitted of an unlimited issue 
of paper, would have medicated to the evil at that 
moment, but it would have involved the country in all 
the dreadful horrors of an excessive issue of paper, 
and would probably have substituted for what took 
place the suspension of specie payments altogether." 

It is not the " horrors of overissue," as respects the 
circulation of promissory notes, which would produce 
a suspension of specie payments — that overissue would 



CBAP. XIX. BULLION, CREDIT, COMMERCE, PRICES- 609 

correct itself — but the " hori'ors " of high prices which 
might have resulted from the Bank of England dis- 
counting at a lower rate, and which might have occa- 
sioned an export of bullion, and have interfered with 
the payment of the Bank-note with bullion. 

It is high prices which occasion the export of 
bullion, and low prices and bad markets occasion the 
import of bullion. 

The proper corrective of too high prices and of too 
low prices, that which brings commodities to what 
Adam Smith calls " the natural price," is the bullion 
itself — ^the free import and export of bullion ; that is 
the protective influence which befriends the merchant, 
the manufacturer, and the consumer, which should 
always be at their command, provided by the bullion 
merchant, and provided by those who have paid for 
it; quite independently of any action of any Bank; 
independently of any action upon credit, or upon the 
issue of commercial bills or promissory notes ; the law 
forbidding the payment of notes with bullion, agree- 
ably to the contract ; credit should be free, prices 
should be free, and commerce should be free ; and the 
Bank of England should be free, and all other banks, 
from any demand for bullion, which should be placed, 
as the Legislature has now done, in the list of exports 
and imports, as other merchandise. I submit that 
until this is done there will be no security for com- 
merce, or the rights of property, as respects the 
value of securities and commodities. 

There should be no antagonism between credit and 
commerce ; each should be free to promote the welfare 
of the other, founded upon confidence in the " fortune, 
probity, and prudence," in the integrity .of the bor- 
rower and lender: the banker, the merchant, the 
manufacturer, the tradesman, and the labourer have 
one common interest, and should aU unite in har- 
monious action, 

Alterius sic 
Altera poscit opem res, et conjurat amice. 
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price 3s. Gd. 

New Practical Dictionary of the 

German Language; German-English, and 
English-German. Bj the Rev. W. L. 
Blackley, M.A., and Dr. Carl Martin 
FriedlXnder. Post Svo. 14s. 
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Miscellaneous Works and Popular Metaphysics. 



Recreations of a Country Parson. 

By A. K. H. B. First Sekies, with 41 
Woodcut Illustrations from Designs by 
B. T. Pritchett. Crown 8vo. 12«. 6d. 

Beoreations of a Country Parson. 
Second Sskies. Crown 8vo. 3s. 6d. 

Th.0 Commonplace Philosopher in 
Town and Country. By the same Author. 
Crown 8vo. 3s. 6d. 

Leisure Hours in Town ; Essays Consola- 
tory, .fflsthetical, Moral, Social, and Do- 
mestic. By the same. Crown 8vo. 3s. 6d. 

The Autumn Holidays of a Country 
Parson ; Essays contributed to Fraser's Ma- 
gazine and to Good Words. By the same. 
Crown 8vo. 3s, 6d. 

The Graver Thoughts of a Country 
Parson, Second Series. By the same. 
Crown 8vo. 3s, 6d. 

Critical Essays of a Country Parson, 
selected from Essays contributed to Eraser's 
Migazine. By the same. Post 8vo. ^s. 

Sunday Afternoons at the Parish 
Cnurch of a University City. By the same. 
Crown 8vo. 3s. 6d. 

A Campaigner at Home. By Shik- 

LBT, Author of 'Thalatta' and 'Nugse 
Criticse.' Post 8vo. with Vignette, 7s. 6rf. 

Studies in Parliament: a Series of 

Sketches of Leading Politicians. By E. H. 
HuTTON. (Reprinted from the PaR Mall 
Gazette.') Crown 8vo. is. 6d. 

Iiord Macaulay's Miscellaneous 

Writings. 
LiBKAEY Edition, 2 vols. 8vo. Portrait, 21s. 
People's Edition, 1 vol. crown 8vo. is. 6d. 

The Rev. Sydney Smith's Mis- 
cellaneous Works ; including his Contribu- 
tions to the Edinburgh Review. People's 
Edition, 2 vols, crown 8vo. 8s. 

Elementary Sketches of Moral Philo- 
sophy, delivered at the Royal Institution. 
By the same Author. Fcp. 6s. 

The "Wit and 'Wisdom of the Kev. 
Stdnbt Smith: a Selection of the most 
memorable Passages in his Writings and 
Conversation. 16mo. 5s. 

Epigrams, Ancient and Modern : 

Humorous, Witty, Satirical, Moral, and 
Panegyrical. Edited by Rev. John Booth, 
B.A Cambridge. Second Edition, revised 
and enlarged. Fcp. 7s. 6rf. 



The Folk-Lore of the Northern 

Counties of England and the Borders. By 
William Hendekson. With an Appendix 
on Household Stories by the Rev. S. 
Baeing-Gould. Crown 8 vo. with Coloured 
Frontispiece, 9s. Sd. 
From Matter to Spirit: the Eesult 
of Ten Tears' Experience in Spirit Manifes- 
tations. By Sophia E. De Morgan. 
With a Preface by Professor De Mobgah. 
Post 8vo. 8s. 6d. 

Essays selected from. Contribu- 
tions to the Edinburgh Review. By Heney 
EoGBES. Second Edition. 3 vols. fcp. 21s. 

Heason and IPaith, their Claims and 
Conflicts. By the same Author. New 
Edition, revised and extended, and accom- 
panied by several other Essays, on related 
subjects. Crown 8vo. 6s. 6d. 

The Eclipse of Faith ; or, a Visit to a 

' Religious Sceptic. By the same Author. 
Eleventh Edition. Fcp. 5s. 

Defence of the Eclipse of Faith, by its 
Author. Third Edition. Fcp. 3s. 6d. 

Selections from the Correspondence 
of E. E. H. Greyson. By the same Author. 
Third Edition. Crown 8vo. 7s. 6A 

FuUoriana, or the "Wisdom and "Wit of 
Thomas FuLLEE,with Essay on his Life and 
Genius. By the same Author. 16mo. 2s. 6A 

Occasional Essays. By Chandos 

Ween Hoskyns, Author of 'Talpa, or the 
Chronicles of a Clay Farm,' &c. 16mo. 
5s. &d. 

An Essay on Human Nature; 

showing the Necessity of a Divine Revela- 
tion for the Perfect Development of Man's 
Capacities. By Heney S. Boase, M.D. 
F.R.S. and G.S. 8vo. 12s. 

The Philosophy of Nature ; a Sys- 
tematic Treatise on the Causes and Laws of 
Natural Phenomena. By the same Author. 
8vo. 12s. 

The Secret of Hegel: being the 

Hegelian System in Origin, Principle, Form, 
and Matter. By James Hutchison Stir- 
ling. 2 vols. 8vo. 28s. 

An Introduction to Mental Phi- 
losophy, on the Inductive Method. By 
J. D. MoEBLL, M.A. LL.D. 8vo. 12s. 

Elements of Psychology, containing the 
Analysis of the Intellectual Powers. By 
the same Author. Post 8vo. 7«. 6rf. 
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Sight and Touch: an Attempt to 

Disprove the Eeoeived (or Berkeleian) 
Theory of Vision. By Thomas K. Abbott, 
M.A, Fellow and Tvitor of Trin. Coll. Dablin. 
8vo. with 21 Woodcuts, 5s. 6d. 

The Senses and the Intellect. 

By Alexander Bain, M.A. Prof, of Logic 
in the Univ. of Aberdeen. Second Edition. 
8vo. 15s. 

The Emotions and tie "Will, by the 
same Author. 8vo. 15s. 

On tie Study of Clisuraoter, iuclnding 
an Estimate of Phrenology. By the same 
Author. 8vo. 9s. 

Time and Space: a Metaphysical 
Essay. By Shadwoeth H. Hodgson. 
8to. pp. 588, price 16s. 



The Way to Best: Results from a 
Life-search after Religious Truth. By 
E. Taughan, D.D. Crown 8to. 7s, &d. 

Hours with the Mystics : a Contri- 
bution to the History of Religious Opinion. 
By Robert Alfred Vauqhan, B.A. Se- 
cond Edition. 2 vols, crown 8vo. 12s. 

The Philosophy of Necessity; or, 

Natural Law as applicable to Mental, Moral, 
and Social Science. By Charles Brat. 
Second Edition. 8vo. 9s. 

The Education of the Feelings and 
Affections. By the same Author. Third 
Edition. 8vo. 3s. 6d. 

On Poree, its Mental and Moral Corre- 
lates. By the same Author. 8vo. 5s. 

Christianity and Common Sense. 

By Sir Willoughbt Jones, Bart. M.A. 
Trin. CoU. Cantab. 8vo. 65. 



Astronomy, Meteorology, Popular Geography, <^c. 



Outlines of Astronomy. By Sir 

J. F. W. Herschel, Bart, M.A. Eighth 
Edition, revised ; with Plates and Woodcuts. 
8vo. 18s. 

Arago's Popular Astronomy. 

Translated by Admiral W. H. Smyth, 
F.E.S. and E. Grant, M.A. With 25 Plates 
and 358 Woodcuts. 2 vols. 8vo. £2 5s. 

Saturn and its System. By Rich- 
ard A. Proctor, B.A. late Scholar of St. 
John's Coll. Camb. and King's Coll. London. 
8vo. with 14 Plates, 14s. 

The Handbook of the Stars, By the 
same Author. Square fcp. 8vo. with 3 Maps. 
price 5s. 

Celestial Objects for Common 

Telescopes. By T. W. Webb, M.A. r.R.A.S. 
With Map of the Moon, and Woodcuts. 
16mo. 7«. 

A General Dictionary of Geo- 
graphy, Descriptive, Physical, Statistical, 
and Historical ; forming a complete 
Gazetteer of the World. By A. Keith 
Johnston, F.E.S.E. 8vo. 31s. 6d. 



M'Culloch's Dictionary, Geogra- 
phical, Statistical, and Historical, of the 
various Countries, Places, and principal 
Natural Objects in the World. Eevised 
Edition, with the Statistical Information 
throughout brought up to the latest returns. 
By Fkedeeick Martin. 4 vols. 8vo. with 
coloured Maps, £i is. 

A Manual of Geography, Physical, 
Industrial, and Political. By W. Hughes, 
F.E.G.S. Prof, of Geog. in King's Coll. and in 
Queen's Coll. Lond. With 6 Maps. Fcp.7s.6(?. 

Hawaii : the Past, Present, and Future 
of its Island-Kingdom : an Historical Ac- 
count of the Sandwich Islands. By Manley 
Hopkins, Hawaiian Consul-General, &c. 
Second Edition, revised and continned; 
with Portrait, Map, and 8 other Illustra- 
tions. Post 8to. 12s. 6rf. 

Maunder's Treasury of Geogra- 
phy, Physical, Historical, Descriptive, and 
Political. Edited by W. Hughes, F.R.G.S. 
With 7 Maps and 16 Plates. Fcp. 10s. 6d. 

Physical Geography for Schools 

and General Readers. By M. F. Maury, 
LL.D. Fcp. with 2 Charts, 2s. M. 



Natural History and Popular Science. 



The Elements of Physics or 

Natural Philosophy. By Neil Arnott, 
M.D. F.E.S. Physician Extraordinary to 
the Queen. Sixth Edition, rewritten and 
completed. 2 Parti, 8vo. 21». 



Volcanos, the Character of their 
Phenomena, their Share in the Structure 
and Composition of the Surface of the Globe, 
&C. By G. POULETT SCROFE, M.P. F.E.S. 
Second Edition. 8vo. with Llustrations, 15s. 
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Books Classified and Described. 

By Eernhaed Von Cotta. An English 

Edition, by P. H.Laweenoe (with English, 

German, and French Synonymes), revised 

by the Author. Post 8vo. 14s. 

•,* Lithology, or a Classified Synopsis of 

the Names of Eocks and Minerals, also by 

Mr. Lawrence, adapted to the above work, 

may be had, price 5s. or printed on one side 

only (interpaged blank), for use in Cabinets, 

price 7s. 

Sound : a Course of Six Lectures deli- 
vered at the Royal Institution of Great 
Britain. By Professor John Ttndall, 
LL.D. r.R.S. 1 vol. crown 8vo. 

\_Nearly ready. 

Heat Considered as a Mode of 

Motion. By Professor John Tyndall, 
LL.D. F.R.S. Second Edition. Crown 8vo. 
with ^Voodcuts, 12s. 6d. 

A Treatise on Electricity, in 

Theory and Practice. By A. De la Rive, 
Prof, in the Academy of Geneva. Trans- 
lated by C. v. Walker, F.R.S. 3 vols. 
8vo. with Woodcuts, £3 ISs. 

The Correlation of Physical 

Forces. By W. R. Grove, Q.C. T.P.R.S. 

Fifth Edition, revised by the Author, and 
augmented by a Discourse on Continuity. 
8vo. 

Manualof Geology. ByS. Haughton, 

M.D. F.R.S. Fellow of Trin. Coll. and Prof, 
of Geol. in the Univ. of Dublin. Second 
Edition, with 66 Woodcuts. Fcp. 7s. 6d. 

A Guide to Geology. By J. Phillips, 
M.A. Prof, of Geol. in the'Univ. of Oxford. 
Fifth Edition. Fcp. 4s. 

A Glossary of Mineralogy. By 

H. W. Bristow, F.G.S. of the Geological 
Survey of Great Britain. With 486 Figures. 
Crewn 8vo. 12s. 

The Elements : an Investigation of 
the Forces which determine the Position 
and Movements of the Ocean and Atmo- 
sphere. By William Leighton Jordan. 
ToL. I. royal 8vo. with 13 maps, price Ss. 

Phillips's Elementary Introduc- 
tion to Mineralogy, re-edited by H. J. 
Brooke, F.R.S. and W. H. Miller, F.G.S. 
Post 8vo. with Woodcuts, I85. 

Van Der Hoeven's Handbook of 

Zoology. Translated from the Second 
Dutch Edition by the Rev. W. Clark, 
M.D. F.R.S. 2 vols. 8yo. with 24 Plates of 
Figures, 60s. 



The Comparative Anatomy and 

Physiology of the Vertebrate Animals. By 
Richard Owen, F.R.S. D.C.L. 3 vols. 
8vo. with upwards of 1,200 Woodcuts. 
Vols. I. and II. price 21s. each, now ready. 
Vol. III. in the Spring. 

The First Man and His Place in 

Creation, considered on the Principles of 
Common Sense from a Christian Point of 
View; with an Appendix on the Negro. 
By George Moore, M.D. M.R.C.P.L. &c. 
Post 8vo. 8s. 6d. 

The Lake Dwellings of Switzer- 
land and other Parts of Europe. By Dr. F. 
Keller, President of the Antiquarian Asso- 
ciation of Zurich. Translated and arranged 
by J. E. Leb, F.S.A. F.G.S. Author of 
'Isca Silurum.' With several Woodcuts 
and nearly 100 Plates of Figures. Royal 
8vo. 31s. 6d. 

Homes without Hands: a Descrip- 
tion of the Habitations of Animals, classed 
according to their Principle of Construction. 
By Rev. J. G. Wood, M.A. F.L.S. With 
about 140 Vignettes on Wood (20 full size 
of page). Second Edition. 8vo. 21». 

The Harmonies of Ifature and 

Unity of Creation. By Dr. G. Hartwig, 
8vo. -vvitk numerous Illustrations, 1 8s. 

The Sea and its Living "Wonders. By 
the same Author. Third Edition, enlarged. 
8vo. with many Illustrations, 21». 

Tlie Tropical "World. By the same Author. 
With 8 Chromoxylographs and 172 Wood- 
cuts. 8vo. 21s. 

Manual of Corals and Sea Jellies. 

By J. R. Greene, B.A. Edited by J. A. 
Galeraith, M.A. and S. Haughton, M.D. 
Fcp. with 39 Woodcuts, 6s. 

Manual of Sponges and Animalculse ; 
with a General Introduction on the Princi- 
ples of Zoology. By the same Author and 
Editors. Fcp. with 16 Woodcuts, 2s. 

Manual of tlie Metalloids. By J. Apjohn, 
M.D. F.R.S. and the same Editors. 2nd 
Edition. Fcp. with 38 Woodcuts, 7s. 6A 

Sketches of the Natural History 

of Ceylon. By Sir J. Emerson Tennent, 
K.C.S. LL.D. With 82 Wood Engravings 
Post 8vo. 12s. 6A 

Ceylon. By the same Author. 5th Edition ; 
with Maps, &c. and 90 Wood Engravings 
2 vols. 8vo. £2 10s. 

The "WUd Elephant, its Structure and 
Habits, with the Method of Taking and 
Training it in Ceylon. By the same 
Author. Fcp. 8vo. with Illustrations. 
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A FamiUar History of Birds. 

By E. Stanley, D.D. late Lord Bishop of 
Norwich. Fcp. with Woodcuts, 3s. 6d. 

Kirby and Spence's Introduction 

to Entomology, or Elements of the Natural 
History of Insects. Crown 8vo. 6s. 

Maunder's Treasury of Natural 

History, or Popular Dictionary of Zoology. 
Revised and corrected by T. S. Cobbold, 
JI.D. Fcp. with 900 Woodcuts, 10s. 

The Elements of Botany for 

Families and Schools. Tenth Edition, re- 
vised by Thomas Mooke, F.L.S. Fcp 
with 154 Woodcuts, 2s. Gd. 

The Treasury of Botany, or 

Popular Dictionary of the Vegetable King- 
dom ; with which is incorporated a Glos- 
sary of Botanical Terms. Edited by 
J. LiNbLEY, F.R.S. and T. Mooke, F.L.S. 
assisted by eminent Contributors. Pp. 
1,274, with 274 Woodcuts and 20 Steel 
Plates. 2 Parts, fcp. 20s. 

The British Mora ; comprising th« 

Phsenogamous or Flowering Plants and the 
Ferns. By Sir W. J. Hooker, K.H. and 
G. A. Walkek-Aknott, LL.D. 12mo. 
with 12 Plates, 14s. or coloured, 21s. 

The Eose Amateur's Guide. By 

Thomas Eivebs. New Edition. Fcp. 4s. 

The Indoor G-ardener. By Miss 
Malisg. Fcp. with Frontispiece, 5s. 



London's Ency clopsedia of Plants ; 

comprising the Specific Character, Descrip- 
tion, Culture, History, &c. of all the Plants 
found in Great Britain. With upwards of 
12,000 Woodcuts. 8vo. 42s. 

Iioudon's Enoyolopoadia of Trees and 
Shrubs; containing the Hardy Trees and 
Shrubs of Great Britain scientifically and 
popularly described. With 2,000 Woodcuts. 
8vo. 60s. 

Bryologia Britannica ; containing 

the Mosses of Great Britain and Jreland, 
arranged and described. By W. Wilson. 
8vo. with 61 Plates, 42s. or coloured, £4 4s. 

Maunder's Scientific and Lite- 
rary Treasury ; a Popular Encyclopaedia of 
Science, Literature, and Art. New Edition, 
thoroughly revised and in great part re- 
written, with above 1,000 new articles, by 
J. Y. Johnson, Corr. M.Z.S. Fcp. 10s. Sd. 

A Dictionary of Science, Litera- 
ture, and Art. Fourth Edition, re-edited 
by the late W. T. Brande (the Author) 
and George W. Cox, M.A. 8 vols, medium 
8vo. price 63s. cloth. 

Essays on Scientific and other 

subjects, contributed to Reviews. By Sir H. 
Holland, Bart. M.D. Second Edition. 
8vo. 14s. 

Essays from the Edinburgh and 

Quarterly Reviews ; with Addresses ancl 
other Pieces. By Sir J. F. W. Hekschel, 
Bart. M.A. 8vo. 18s. . 



Chemistry, Medicine, Surgery, and the Allied Sciences. 



A Dictionary of Chemistry and 

the Allied Branches of other Sciences. By 
Henry Watts, F.C.S. assisted by eminent 
Contributors. 6 vols, medium 8vo. in 
course of publication in Parts. Vol. L 
31s. M. Vol. IL 26s. Vol. IIL 31s. Brf. 
and Vol. IV. 24s. are now ready. 

A Handbook of Volumetrieal 

Analysis. By Robert H. Scott, M.A. 
T.C.D. Post 8vo. 4s. 6rf. 

Elements of Chemistry, Theore- 
tical and Practical. By William A. 
Miller, M.D. LL.D. F.R.S. F.G.S. Pro- 
fessor of Chemistry, King's College, London. 
3 vols. 8vo. £2 13s. Part I. Chemical 
Physios, Third Edition, 12s. Part II. 
Inorganic Chemistry, 21s. Part III. 
Organic Chemistry, Third Edition, 24s. 



A Manual of Chemistry, De- 
scriptive and Theoretical. By William 
Odling, M.B. F.R.S. Part I. 8vo. 9s. 



A Course of Practical Ohemistry, for the 
use of Medical Students. By the same 
Author. Second Edition, with 70 new 
Woodcuts. Crown 8vo. 7s. %d. 



Lectures on Animal Chemistry Delivered 
at the Royal College of Physicians in 1865. 
By the same Author. Crown 8vo. 4s. 6(i. 

The Toxicologist's Guide : a New 

Manual on Poisons, giving the Best Methods 
to be pursued for the Detection of Poisons. 
By J. Horsley, F.C.S. Analytical Chemist. 
Post 8vo. 35. 6A 
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The Diagnosis and Treatment of 

tbe Diseases of Women; including the 
Diagnosis of Pregnancy. By Graily 
Hewitt, M.D. &c. New Edition, with 
Woodcut Illustrations, in the press. 

Lectures on the Diseases of In- 
fancy and Childhood. By Chables West, 
M.D. &c. 5th Edition, revised and enlarged. 
8vo. 16s. 

Exposition of the Signs and 

Symptoms of Pregnancy : with other Papers 
on subjects connected with Midwifery. By 
W. F. MoKTQOMERT, M.A. M.D. M.R.I.A. 
8vo. with Illustrations, 25s. 

A System of Stirgepy, Theoretical 

and Practical, in Treatises by Various 
Authors. Edited by T. Holmes, M.A. 
Cantab. Assistant-Surgeon to St. George's 
Hospital. 4 vols. 8vo. £i 13s. 

Vol. I. General Pathology, 21s. 

Vol. II. Iiocal Injuries : Gun-shot Wounds, 
Injuries of the Head, Back, Face, Neck, 
Chest, Abdomen, Pelvis, of the Upper and 
Lower Extremities, and Diseases of the 
Eye. 21s. 

Vol. III. Operative Surgery. Diseases 
of the Organs of Circulation, Locomotion, 

&C. 21.'!. 

Vol. IV. Diseases of the Organs of 
Digestion, of the Genito-Urinary System, 
and of the Breast, Thyroid Gland, and Skin ; 
with Appendix and General Index. 30a. 

Lectures on the Principles and 

Practice of Physic. By Thomas Watson, 
M.D. Physician-Extraordinary to the 
Queen. Fourth Edition. 2 vols. 8vo. 343. 

Lectures on Surgical Pathology, 

ByJ. Paget, F.E.S. Surgeon-Extraordinary 
to the Queen. Edited by W. Tuehkb, M.B. 
8vo. with 117 Woodcuts, 21s. 

A Treatise on the Continued 

Fevers of Great Britain. By C. MuRCHisoN, 
M.D. Senior Physician to the London Fever 
Ho^ital. 8vo. with coloured Plates, 18s. 

Anatomy, Descriptive and Sur- 
gical. By Hebky Gray, F.R.S. With 
410 Wood Engravings from Dissections. 
Fourth Edition, by T.Holmes, M.A. Cantab. 
Boyal 8vo. 288. 

The Cyclopsedia of Anatomy and 

Physiology. Edited by the late R. B. Todd, 
M.D. F.R.S. Assisted by nearly all the 
most eminent cultivators of Physiological 
Science of the present age. 5 vols. 8vo. 
with 2,853 Woodcuts, £6 6». 



Physiological Anatomy and Phy- 
siology of Man. By the late R. B. Todd, 
M.D. F.R.S. and W. Bowman, r.E.S. of 
King's College. With numerous Illustra- 
tions. Vol. 11. 8vo. 25s. 

Vol. I. New Edition by Dr. Lionel S. 
Beale, F.R.S. in course of publication; 
Part I. with 8 Plates, 7s. 6d. 

Histological Demonstrations ; a 

Guide to the Microscopical Examination of 
the Animal Tissues in Health and Disease, 
for the use of the Medical and Veterinary 
Professions. By G. Hablby, M.D. F.R.S. 
Prof, in Univ. Coll. London ; and G. T. 
Bko-wn, M.E.C.V.S. Professor of Veteri- 
nary Medicine, and one of the Inspecting 
Officers in the Cattle Plague Department 
of the Privy Council. Post 8vo. with 223 
Woodcuts, 12». 

A Dictionary of Practical Medi- 
cine. By J. Copland, M.D. F.R.S. 
Abridged from the larger work by the 
Author, assisted by J. C. Copland, M.R.C.S. 
and throughout brought down to the pre- 
sent state of Medical Science. Pp. 1,560, 
in 8vo. price. 36s. 

The Works of Sir B. C. Brodie, 

Bart, collected and arranged by Charles 
Hawkins, F.E.C.S.E. 3 vols. 8vo. -with 
Medallion and Facsimile, 48s. 

Autobiography of Sir B. O. Brodie, 

Bart, printed from the Author's materials 
left in MS. Second Edition. Fcp. 4s. Bd. 

A Manual of Materia Mediea 

and Therapeutics, abridged from Dr. 
Pebeira's Elements by F. J. Farre, M.D. 
assisted by R. Bentley, M.R.C.S. and by 
E. Wakington, F.R.S. 1 vol. 8vo. with 
90 Woodcuts, 21s. 

Dr. Perelra's Elements of Materia 
Mediea and Therapeutics, Third Edition, by 
A. S. Taylor, M.D. and G. O. Bees, M.D. 
3 vols. 8vo. 'with Woodcuts, £3 15«. 

Thomson's Conspectus of the 

British Pharmacopoeia. Twenty-fourth 
Edition, corrected and made conformable 
throughout to the New Pharmacopoeia of 
the General Council of Medical Education. 
By E. Lloyd Biekett, M.D. 18mo. 6«. Gd. 

Manual of the Domestic Practice 

of Medicine. By W. B. Rebteven, 
F.R.C.S.E. Second Edition, thoroughly 
revised, with Additions. Fcp. 5s. 

Sea-Air and Sea-Bathing for 

Children and Invalido. Ev William 
Strakgb, M.D. Fcp. S«u 
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The Eestoration of Health; or, 

the Application of the Laws of Hygiene to 
the Recovery of Health : a Manual for the 
Invalid, and a. Guide in the Sick Room. 
By W. Stbanqe, M.D. Fop. 6s. 



Manual for the Classiflcation, 

Training, and Education of the Feeble- 
Minded, Imbecile, and Idiotic. By P. 
Maktin Ddncan, M.B. and William 
MiLiiAHD. Crown 8vo. 5s.\ 



The Fine Arts, and Illustrated Editions. 



The Lifte of Man Symbolised by 

the Months of the Tear in their Seasons 
and Phases; with Passages selected from 
Ancient and Modern Authors. By Riohakd 
PiGOT. Accompanied by a Series of 25 
fall-page Illustrations and numerous Mar- 
ginal Devices, Decorative Initial Letters, 
and Tailpieces, engraved on Wood from 
Original Designs by John Leighton, 
F.S.A. 4to. 42s. 

The ITew Testament, illustrated with 

Wood Engravings after tha Early Masters, 
chiefly of the Italian School. Crown 4to. 
' 68s. cloth, gUt top ; or £5 Ss. morocco. 

Lyra Germanica ; Hymns for the 
Sundays and Chief Festivals of the Christian 
Year. Translated by Catherine Wink- 
WOKTH ; 125 Illustrations on Wood drawn 
by J. Leighton, F.S.A. Fcp. 4to 21s. 

Cats' and Farlle's Moral Em- 
blems ; with Aphorisms, Adages, and Pro- 
verbs of all Nations : comprising 121 
Illustrations on Wood by J. Leighton, 
F.S.A. with an appropriate Text by 
R. PiQOT. Imperial 8vo. 31». Gd. 



Shakspeare's Sentiments and 

Similes printed in Black and Gold, and illu- 
minated in the Missal style by Henkt Noel 
Humphreys. In massive covers, containing 
the Medallion and Cypher of Shakspeare. 
Square post 8vo. 21«. 

Half- Hour Lectures on the His- 
tory and Practice of the Fine and Orna- 
mental Arts. By W. B. Soott. Second 
Edition. Crown 8vo. with 60 Woodcut 
Illustrations, 8s. Gd. 

The History of Our Iiord, as exem- 
plified in Works of Art. By Mrs. Jameson 
and Lady Eastlake. Being the concluding 
Series of ' Sacred and Legendary Art.' 
Second Edition, with 13 Etchings and 281 
Woodcuts. 2 vols, square crown 8vo. 42s. 

Mrs. Jameson's Xiegends of the Saints 
and Martyrs. Fourth Edition, with 19 Etch- 
ings and 187 Woodcuts. 2 vols. 31s. 6d. 

Mrs. Jameson's Lisgends of the Monastic 

Orders. Third Edition, with 11 Etchings 

and 88 Woodcuts. 1 vol. 21s. 
Mrs.Jameson'sIiegendsoftheMadonna. 

Third Edition, with 27 Etchings and 165 

Woodcuts. 1 vol. 21s. 



Musical Publications. 



An Introduction to the Study of 

National Mncic; Comprising Researches 
into Popular . Songs, Traditions, and Cus- 
toms. By Carl Engel, Author of 'The 
Music of the most Ancient Nations.' With 
Frontispiece and numerous Musical Illus- 
trations. Svo. 16s. 

Six Lectures on Harmony. De- 
livered at the Royal Institution of Great 
Britmn before Easter 1887. By G. A. 
MaofakREN. 8vo. [/m the press. 

Leoturesonthe History of Modern 

Music, delivered at the Royal Institution. 
By John Htjllah. First Goubsk, with 
ChronolBgical Tables, post Svso. 6s. 6d. 
Second Course, the Transition Period, 
with 26 Specimens, 8vo. 16s. 



Sacred Music for Family Use ; 

A Selection of Pieces for One, Two, or more 
Voices, from the best Composers, Foreign 
and English. Edited by John Hullah. 
1 vol. music folio, 21s. half bound. 

Hullah's Part Music, Sacred and 

Secular, for Soprano, Alto, Tenor, and Bass. 
New Edition, with Pianoforte Accompani- 
ments, in course ef publication in Monthly 
Numbers, each number in Score, with Piano- 
forte Accompaniment, price Is. and in sepa- 
rate Parts (Soprano, Alto, Tenor, and Bass), 
unifoim with the Score in size, but in larger 
type, price 3d. each Part. Each Series 
(Sacred and Secular) to be completed in 12 
Numbers, forming a Yolurae, in imperial 
8vo. 
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Aj'ts, Manufactures, i^c. 



Drawing from Nature ; a Series of 

Progressive Instructions in Sketching, from 
Elementary Studies to Finished Views, 
with Examples from Switzerland and the 
Pyrenees. By George Barnakd, Pro- 
fessor of Drawing at Rugby School. With 
18 Lithographic Plates and 108 Wood En- 
gravings. Imp. 8vo. 25s. 

Gwilt's Encyclopaedia of Archi- 
tecture. New Edition, revised, with al- 
terations and considerable Additions, by 
Wyatt Papworth. With above 350 New 
Engravings and Diagrams on Wood by 
O. Jewitt, and upwards of 100 other 
Woodcuts. 8vo. \_Nearly ready. 

Tuscan Sculptors, their Lives, 

Worlts, and Times. With 45 Etchings and 
28 Woodcuts from Original Drawings and 
Photographs. By Charles C. Perkins. 
2 vols. imp. 8vo. 63«. 

The Grammar of Heraldry: con- 
taining a Description of all the Principal 
Charges used in Armory, the Signification 
of Heraldic Terms, and the Rules to be 
observed in Blazoning and Marshalling. 
By John E. Cussans. Fcp. with 196 
Woodcuts, 4s. Sd. 

The Engineer's Handbook ; ex- 
plaining the Principles which should guide 
the young Engineer in the Construction of 
Machinery. By C.S. Lowndes. Post8vo.5s. 

The Elements of Mechanism. 

By T. M. GooDEVE, M.A. Prof, of Me- 
chanics at the R. M. Acad. Woolwich. 
Second Edition, with 217 Woodcuts. Post 
8vo. 6s. 6d. 

Tire's Dictionary of Arts, Manu- 
factures, and Mines. Re-written and en- 
larged by Robert HcNT, F.R.S.,'assisted by 
numerous Contributors eminent in Science 
and the Arts. With 2,000 Woodcuts. 3 vols. 
8vo. ^Nearly ready. 

Treatise on MiUs and Millwork. 

By W. Fairbaikn, C.E. F.R.S. With 18 
Plates and 322 Woodcuts. 2 vols. 8vo. 32s. 

TTBeful Information for Sngineers. By 
the same Author. First, Second, and 
Third Series, with many Plates and 
Woodcuts. 3 vols, crown 8vo. 10s. 6d. each. 

Th.e AppUoation of Cast and "Wrouglit 
Iron to Building Purposes. By the same 
Author. Third Edition, with 6 Plates and 
118 Woodcuts. 8vo. 16». 



Iron Ship Building, its History 

and Progress, as comprised in a Series of 
Experimental Researches on the Laws of 
Strain; the Strengths, Forms, and other 
conditions of the Material ; and an Inquiry 
into the Present and Prospective State of 
the Navy, including the Experimental 
Results on the Resisting Powers of Armour 
Plates and Shot at High Velocities. By 
W. Faireairn, C.E. F.R.S. With 4 Plates 
and 130 Woodcuts, 8vo. 18s. 

Encyclopaedia of Civil Engineer- 
ing, Historical, Theoretical, and Practical. 
By E. Crest, C.E. With above 3,000 
Woodcuts. 8vo. 42s. 

The Practical Mechanic's Jour- 
nal : An Illustrated Record of Mechanical 
and Engineering Science, and Epitome of 
Patent Inventions. 4to. price Is. monthly. 

The Practical Draughtsman's 

Book of Industrial Design. By W. John- 
son, Assoc. Inst. C.E. With many hundred 
Illustrations. 4to. 28s. 6(i 

The Patentee's Manual: a Treatise 

on the Law and Practice of Letters Patent 
for the use of Patentees and Inventors. By 
J. and J. H. Johnson. Post 8vo. 7s. 6d. 

The Artisan Club's Treatise on 

the Steam Engine, in its various Applica- 
tions to Mines, Mills, Steam Navigation, 
Railways, and Agriculture. By J. Bourne, 
C.E. Seventh Edition ; with 37 Plates and 
546 Woodcuts. 4to. 42s. 

A Treatise on the Screw Pro- 
peller, Screw Vessels, and Screw Engines, 
as adapted for purposes of Peace and War ; 
illustrated by many Plates and Woodcuts. 
By the same Author. New and enlarged 
Edition in course of publication in 24 Parts, 
royal 4to. 2s. 6d. each. 

Catechism of the Steam Engine, 

in its various Applications to Mines, Mills, 
Steam Navigation, Railways, and Agricul- 
ture. ByJ.BoTjRNE.C.E. With 199 Wood- 
cuts. Fcp.9s. The Introduction of ' Recent 
Improvements' may be had separately, with 
110 Woodcuts, price 3s. 6(i. 

Handbook of tlie Steam Engine, by the 
same Author, forming a Key to the Cate- 
chism of the Steam Engine, with 67 Wood- 
cuts. Fcp. 9s. 
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The Art of Perfumery ; the History 

and Theory of Odours, and the Methods of 
Extracting the Aromas of Plants. By 
Dr. PlESSE, F.C.S. Third Edition, with 
53 Woodcuts. Crown 8vo. 10s. 6d. 

Chemical, Natural, and Pliysioal Magic, 
for Juveniles during the Holidays. By the 
same Author. Third Edition, enlarged 
with 38 Woodcuts. Fop. 6s. 

Talpa ; or, the Chronicles of a Clay 
Farm. By C. W. Hosicyns, Esq. With 24 
Woodcuts from Designs by G. Ckuik- 
SHANK. Sixth Edition. 16mo. 6s. 6rf. 

History of Windsor Great Park 

and Windsor Forest. By William Mbn- 
ZIE3, Resident Deputy Surveyor. With 2 
Maps and 20 Photographs. Imp. folio, £8 8s. 



Loudon's Encyclopaedia of Agri- 
culture: Comprising the Laying-out, Im- 
provement, and Management of Landed 
Property, and the Cultivation and Economy 
of the Productions of Agriculture. With 
1,100 Woodcuts. 8vo. 31s. Gd. 

Loudon's Encyclopaedia of Gardening : 
Comprising the Theory and Practice of 
Horticulture, Floriculture, Arboriculture, 
and Landscape Gardening. With 1,000 
Woodcuts. 8vo. 31s. 6d. 

Loudon's Encyclopaedia of Cottage, Farm, 
and Villa Architecture and Furniture. With 
more than 2,000 Woodcuts. 8vo. 42s. 

Bayldon's Art of Valuing Rents 

and Tillages, and Claims of Tenants upon 
Quitting Farms, both at Michaelmas and 
Lady-Day. Eighth Edition, revised by 
J. C. Morton. 8vo. 10s. 6A 



Religious and Moral Works. 



An Exposition of the 39 Articles, 

Historical and Doctrinal. By E. Hakold 
Beownb, D.D. Lord Bishop of Ely. Seventh 
Edition; 8vo. 16s. 

Tie Pentateuch, and the Elohistio 
Psalms, in Reply to Bishop Colenso. By 
the same. Second Edition. 8vo. 2s. 

Examination-Questions on Bishop 
Browne's Exposition of the Articles. By 
the Rev. J. Goble, M.A. Fcp. 3s. 6A 

The Acts of the Apostles ; with a 

Commentary, and Practical and Devotional 
Suggestions for Readers and Students of the 
English Bible. By the Rev. F. C. Cook, 
M.A, Canon of Exeter, &c. New Edition, 
8vo. 12s. 6rf. 

The Life and Epistles of St. 

Paul. By W. J. Cohybeake, M.A. late 
Fellow of Trin. Coll. Cantab, and J. S. 
Howson, D.D. Principal of Liverpool Coll. 

LiBEABY Edition, with all the Original 
Illustrations, Maps, Landscapes on Steel, 
Woodcuts, &c. 2 vols. 4to. 48s. 

Intebmediate Edition, with a Selection 
of Maps, Plates, and Woodcuts. 2 vols, 
square crown 8vo. Sis. 6rf. 

People's Edition, revised and con- 
densed, with 46 lUnstrations and Maps. 
2 vols, crown 8vo. 12s. 

The Voyage and Shipwreck of 

St. Paul ; with Dissertations on the Ships 
and Navigation of the Ancients. By James 
SmTH, F.R.S. Crown 8vo. Charts, 10s. Gd. 



Fasti Sacri, or a Key to the 

Chronology of the New Testament ; com- 
prising an Historical Harmony of the Four 
Gospels, and Chronological Tables gene- 
rally from B.C. 70 to a.d. 70 : with a Pre- 
liminary Dissertation and other Aids. By 
Thomas Lewin, M.A. F.S. A. Imp. 8vo. 42s. 

A Critical and Grammatical Com- 
mentary on St. Paul's Epistles. By C. J. 
Ellicott, D.D. Lord Bishop of Gloucester 
and Bristol. 8vo. 

Galatians, Third Edition, 8s. 6c?. 

Ephesians, Third Edition, 8s. 6(2. 

Pastoral Epistles, Third Edition, 10s. 6d. 

Philippians, Colossians, and Philemon, 
Third Edition, 10s. M. 

Thessaloniaus, Second Edition, 7s. dd. 

Historical Lectures on the Life of 

Our Lord Jesus Christ : being the Hulseau 
Lectures for 1859. By the same Author. 
Fourth Edition. 8vo.-10s. Gd, 

The Destiny of the Creature ; and other 
Sermons preached before the University of 
Cambridge. By the same. Post 8vo. 5s. 

The Broad and the BTarro-w "Way; Two 
Sermons preached before the University of 
Cambridge. By the same. Crown 8vo. 2s. 

The Greek Testament ; with TTotes, 

Grammatical and Exegetical. By the ReSv. 
W. Webstee, M.A. and the Rev. W. F- 
Wilkinson, M.A. 2 vols. 8vo. £2 4s. 

Vol. I. the Gospels and Acts, 20s. 

Vol. II. the Epistles and Apocalypse, 24s. 
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Bev. T, H. Home's Introduction 

to the Critical Study and Knowledge of the 
Holy Scriptures. Eleventh Edition, cor- 
rected, and extended undev careful Editorial 
revision. With 4 Maps and 22 Woodcuts 
and Facsimiles. 4 vols. 8vo. £Z 13s. 6d. 

Eev. T. H. Home's Compendious In- 
troduction to the Study of the Bible, being 
an Analysis of the larger work by the same 
Author. Ke-edited by the Rev. John 
Ayrb, M.A. With Maps, &c. Post 8vo. 9s. 

The Treasury of Bible Know- 
ledge; being a Dictionary of the Books, 
Persons, Places, Events, and other Matters 
of which mention is made in Holy Scrip- 
ture; intended to establish its Authority 

■ and illustrate its Contents. By Rev. 
J. Ayee, M.A. With Maps, 16 Plates, and 
numerous Woodcuts. Ecp. 10s. 6d. 

Every-day Scripture Difficulties 

explained and illustrated. By J. E. Pkes- 
COTT, M.A. Vol. I. Matthew and Mark ; 
Vol. II. Luke and John. 2 vols. 8vo. 9s. each. 

The Pentateuch and Book of 

Joshua Critically Examined. By the Right 
Rev. J. W. CoLENSO, D.D. Lord Bishop of 
Natal. People's Edition, in 1 vol. crown 
8to. 6s. or in 5 Parts, Is. each. 

The Pentateuch and Book of 

Joshua Critically Examined. By Prof. A. 
KcEHBN, of Leyden. Translated from the 
Dutch, and edited with Notes, by the Right 
Rev. J. W. CoLENso, D.D. Bishop of Natal. 
8vo. 8s. 6d. 

The Church and the World: Essays 

on Questions of the Day. By various 
Writers. Edited by Rev. Orey Shipley, 
M.A. Second Edition, revised. 8vo. 15». 

The Formation of Christendom. 

Paet I. By T. W. Allies. 8vo. 12s. 

Christendom's Siyisions; a Philo- 
sophical Sketch of the Divisions of the 
Christian Family in East and West. By 
Edmund S. Ffoulkes, formerly Fellow and 
Tutor of Jesus Coll. Oxford. Post 8 vo. 7«. id. 

Christendom's Divisions, Part IL 

Greeks and Latins, being a History of their 
Dissentions and Overtures for Peace down 
to the Reformation. By the same Author. 
\_Nearhi ready. 

The Life of Christ, an Eclectic Gos- 
pel, from the Old and New Testaments, 
arranged on aNew Principle, with Analytical 
Tables, &c. By Chakles De la Peyme, 
M.A. Revised Edition. 8vo. 6s. 



The Hidden Wisdom of Christ 

and the Key of Knowledge; or, History of 
the Apocrypha. By Eenest De Bunsen. 
2 vols. 8vo. 28s. 

The Temporal Mission of the 

Holy Ghost; or. Reason and Revelation. 
By the Most Rev. Archbishop Manning. 
Second Edition. Crown 8vo. 8s. 6d. 

Essays on Beligion and Litera- 
ture. Edited by the Most Rev. Archbishop , 
Manning. 8vo. 10s. &d. 

Essays and Eeviews, By the Rev. 
W. Temple, D.D. the Rev. R. Williams, 
B.D. the Rev. B. Powell, M.A. the Kev. 
H. B. Wilson, B.D. C. W. Goodwin, M.A. 
the Rev. M. Pattison, B.D. and the Rev. 
B.JowETT.M.A. 12th Edition. Fcp.Ss. 

Mosheim's Ecclesiastical History. 

MuEDOCK and Soames's Translation and 
Notes, re-edited by the Rev. W. Stubbs, 
M.A. 3 vols. 8vo. 45s. 

Bishop Jeremy Taylor's Entire 

Works: With Life by Bishop Hebee. 
Revised and corrected by the Rev. C. P. 
Eden, 10 vols. JE5 5s. 

Passing Thoughts on Beligion. 

By the Author of 'Amy Herbert.' New 

Edition. Fop. 6s. 
Tiouglits for th-e Holy "Week, for 

Young Persons. By the same Author. 

Third Edition. Fcp. 8vo. 2s. 
Self-examiaation before Conflrmation. 

By the same Author. 32mo. Is. 6A 

Headings for a Month. Preparatory to 
Confirmation from Writers of the Early and 
English Church. By the same. Fop. 4s. 

Headings for Every Day in Iient, com- 
piled from the Writings of Bishop Jekemy 
Tayloe. By the same. Fcp. 5s. 

Preparation for the Holy Communion ; 
the Devotions chiefly from the works of 
Jeremy Taylob. By the same. 32mo. 3s. 

Principles of Education drawn 

from Nature and Revelation, and Applied 
to Female Education in the Upper Classes. 
By the same. 2 vols. fcp. 12s. 6d. 

The Wife's Manual ; or, Prayers, 
Thoughts, and Songs on Several Occasions 
of a Matron's Life. By the Rev. W. Cal- 
vert, M.A. Crown 8vo. IDs. 6dt. 

Lyra Domestica ; Christian Songs for 
Domestic Edification. Translated from the 
Psaltery and Harp of C. J. P. SpiTTA, and 
tcora. other sources, by Bichabd Massie. 
First and Second Series, fop, 4s. 6d. each. 
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Spiritual Songs for tlie Sundays 

and Holiiiays throughout the Year. By 
J. S. B. MoNSELL, LL.D. Vicar of Egham. 
Fourth Edition. Fcp. 4s. 6d. 

The Beatitudes: Abasement before God: 
Sorrow for Sin ; Meekness of Spirit ; Deaire 
for Holiness ; Gentleness ; Purity of Heart ; 
the Pea^e-makers ; Sufferings for Christ. 
By the same. Third Edition. Fop. 3«. 6d. 

Lyra Sacra ; Hymns, Ancient and 
Modem, Odes, and Fragments of Sacred 
Poetry. Edited by the Eev. B. W. Savile, 
M A. Third Edition, enlarged. Fcp. 5s. 

Lyra Germanica, translated from the 

German by Miss C. Winkwoeth, First 
Series, Hymns for the Sundays and Chief 
Festivals; Second Series, the Christian 
Life. Fcp. 3s. 6d. each Series. 

Hymns from Lyra Grermanioa, 18mo. Is. 

The Chorale Book for England ; 

a complete Hymn-Book in accordance with 
the Services and Festivals of the Church of 
England : the Hymns translated by Miss C. 
WisKWORTH J the Tunes arranged by Prof. 
W. S. Bennett and Otto Goldschmidt. 
Fcp. 4to. 125.6d. 

Congregational Hdition, Fop. 2s. 



Lyra Eucharistica ; Hymns and 

Verses on the Holy Communion, Ancient 
and Modern ; with other Poems. Edited by 
the Rev. Okby Shipley, M.A. Second 
Edition. Fcp. 7s. 6rf. 

Lyra Messianica ; Hymns and Verses on 
the Life of Christ, Ancient and Modem ; 
with other Poems. By the same Editor. 
Second Edition, enlarged. Fcp. Is. 6d. 

Lyra Mystioa ; Hymns and Verses on Sacred 
Subjects, Ancient and Modern. By the 
same Editor. Fcp. 7s. 6d. 

The Catholic Doctrine of the 

Atonement ; an Historical Inquiry into its 
Development in the Church : with an Intro- 
duction on the Principle of Theological 
Developments. By H. N. Oxenham, M.A. 
formerly Scholar of BaUiol College, Oxfoird. 
8vo. 8s. 6d. 

From Sunday to Sunday; an Attempt 

to consider familiarly the Weekday Life 
and Labours of a Country Clergyman. By 
E. Gee, M.A. Fcp. 5s. 

Our Sermons: an Attempt to consider 
familiarly, but reverently, the Preacher's 
Work in the present day. By the same 
Author. Fcp. 6s. 

Paley's Moral Philosophy, with 

Annotations. By Richard WhateIjY,D.D. 
late Archbishop of Dublin. 8vo. 7s. 



Travels, Voyages, Sfc. 



Ice Caves of France and Switzer- 
land ; a narrative of Subterranean Explora- 
tion. By the Rev. G. F. Browne, M.A. 
Fellow and Assistant-Tutor of St. Catherine's 
Coll. Cambridge, M.A.C. With H Woodcuts. 
Square crown 8vo. 12s. 6rf. 

Village Life in Switzerland. By 

Sophia D. Delmaed. Post 8vo. ^s. 6d. 

How we Spent the Summer; or, 

a Voyage en Z^zsig in Switzerland and 
Tyrol with some Members of the Alpine 
Club. From the Sketch-Book of one of the 
Party. Third Edition, re-drawn. In oblong 
4to. with about 300 Illustrations, 15s. 

Beaten Tracks ; or, Pen and Pencil 
Sketches in Italy. By the Authoress of 
' A Voyage en Zigzag.' With 42 Plates, 
containing about 200 Sketches from Draw- 
ings made on the Spot. 8vo. 16s. 



Map of the Chain of Mont Blanc, 

from an actual Survey in 1863 — 1864. By 
A. Adams-Reilly, F.R.G.S. M.A.C. Pub- 
lished under the Authority of the Alpine 
Club. In Chromolithography on extra stout 
drawing-paper 281ii. x 17in. price 10s. or 
mounted on canvas in a folding case, 12s. Sd, 

Transylvania, its Products and its 

People. By Charles Bonkr. With 5 
Maps and 43 Illustrations on Wood and in 
Chromolithography. 8vo. 21s. 

Explorations in South - west 

Africa, from Walvisch Bay to Lake Ngami 
and the Victoria Falls. By Thoslab Baihes, 
F.RG.S. 8vo. with Maps and IHustra- 
tiens, 21s. 

Vancouver Island and British 

Columbia ; their History, Resources, and 
Prospects. By Matthew Macfie, F.S.G.S. 
With Maps and Illustrations. 8vo. 18s. 



16 



NEW WORKS PUBLISHED BY LONGMANS axd CO. 



History of Discovery in our 

Australasian Colonies, Australia, Tasmania, 
and New Zealand, from the Earliest Date to 
the Present Day. By Willlim Howitt. 
With 3 Maps of the Recent Explorations 
from Official Sources. 2 vols. 8vo. 20s. 

The Capital of the Tycoon; a 

Narrative of a 3 Years' Residence in Japan. 
By Sir Rutiieefoed Alcock, K.C.B. 
2 vols. 8vo. with numerous Illustrations, 42s. 

Florence, the Wew Capital of 

Italy. By C. R. Weld. With several En- 
gravings on Wood, from Drawings by the 
Author. Post 8vo. 

The Dolomite Mountains. Excur- 
sions through Tyrol, Carinthia, Carniola, and 
Frinli in 1861, 1862, and 1863. By J. 
Gilbert and 6. C. Chuechill, P.R.G.S. 
With numerous Illustrations. Square crown 
8vo. 21s. 

A Lady's Tour Eound Monte Rosa; 

including Visits to the Italian Valleys. 
With Map and Illustrations. Post 8vo, 14s. 

Guide to the ]?yrenees, for the use 

of Mountaineers. By Charles Packe. 
With Maps, &c. and Appendix. Fcp. 6s. 

A Guide to Spain. By H. O'Shba. 

Post 8vo. with Travelling Map, 15s. 

Christopher Columbus ; his Life, 

Voyages, and Discoveries. Revised Edition, 
with 4 Woodcuts. 18mO. 2s. 6d. 

Captain James Cook; his Life, 

Voyages, and Discoveries. Revised Edition, 
with numerous Woodcuts. 18mo. 2s. 6d. 



The. Alpine Guide. By Johh Ball, 
M.R.I.A. late President of the Alpine Club. 
Post 8vo. with Maps and other Illustrations. 

Guide to tie Eastern Alps. IJuat ready. 

Gul^e to the "Western Alps, including 
Mont Blanc, Monte Rosa, Zermatt, &c. 
price 7s. 5d. 

Guide to tlie Obarland and all Switzer- 
land, excepting the Neighbourhood of 
Monte Rosa and the Great St. Bernard; 
with Lombardy and the adjoining portion 
of Tyrol. 7s.M. 

Humboldt's Travels and Disco- 
veries in South America. Third Edition, 
with numerous Woodcuts. 18mo. 2s. 6d. 

Narratives of Shipwrecks of the 

Royal Navy between 1793 and 1857, com- 
piled from Official Documents in the Ad- 
miralty by W. 0. S. GiLLY J with a Preface 
by W. S. GiLLY, D.D. 3d Edition, fcp. 6s. 

A Week at the Land's End. 

By J. T. Blight ; assisted by E. H. Rood, 
R. Q. Couch, and J. Ralfs. With Map 
and 96 Woodcuts. Fcp. 6s. 6rf. 

Visits to Remarkable Places : 

Old Halls, Battle-Fields, and Scenes illus- 
trative of Striking Passages in English 
History and Poetry. By Williasi Hovcitt. 
2 vols, square crown 8vo. with Wood En- 
gravings, 2os. 

The Rural Life of England. 

By the same Author. With Woodcuts bv 
Bewick and Williams. Medium 8vo. 12s.t;rf. 



Works of Fiction, 



Atherstone Priory. By L. N. Comtn. 

2 vols, post 8vo. 21s. 
BlUoe : a Tale. By the same. Post Svo. 9s. 6d. 

Stories and Tales by the Author 

of ' Amy Herbert,' uniform Edition, each 
Tale or Story complete in a single volume. 

Amy Hekbekt, 2s. 6d. 
Gef.trude, 2s. 6(i. 
Earl's Daughter, 

2s. 6rf. 
Experience of Life, 

2s. 6d. 



Katharihe Ashton, 

3s. 6<2. 
Margaret Peeci- 

val, 5s. 
Laueton Pabson- 

age, 4s. id. 
Uksula, 4i. 6d. 



Cleve Hall, 3s. 6d. 
Ivors, 35. 6rf. 

A Glimpse of the "World. By the Author 
of ' Amy Herbert.' Fcp. 7s. 6rf. 



The Six Sisters of the Valleys : 

an Historical Romance. By W. Beamlet- 
MooEE, M.A. Incumbent of Gerrard's Cross, 
Bucks. Fourth Edition, with 14 Hlustralions! 
Crown Svo. 5s. 

QaUus ; or, Roman Scenes of the Time 
of Augustus : with Notes and Excursuses 
illustrative of the Manners and Customs of 
the Ancient Romans. From the German of 
Prof. Beckee. New Edit. Post Svo. 7s. 6rf. 

Charicles ; a Tale illustrative of Private 
Life among the Ancient Greeks : with Notes 
and Excursuses. From the German of Pri>' 
Beckek. New Edition, Post 8vo. 7«. 6A 
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Icelandic IiCgeuds. Collected by 
JoK. Abnason. Selected and Translated 
from the Icelandic by George E. J. Powell, 
and E. Maqnvsson. Second Sebies, 
with Notes and an Introductory Essay on 
the Origin and Genius of the Icelandic 

' Folk-Lore, and 3 Illustrations on Wood, 
Crown 8vo. 21«. 

The ■Warden : a Norel. By Anthont 

Teollope, Crown 8vo. 2s. 6d. 
Baroliester Towers : a Sequel to 'The 
Warden.' By the same Author. Crown 
8vo. 3s. Qd. 

Tales firom Greek Mythology. 

By George W. Cox, M.A. late Scholar 

of Trin. Coll. Oxon. Second Edition. Square 

IBmo. 8s. 6d. 
Tales of tlie Gods and Heroes. By the 

same Author. Second Edition. Fop. 5s. 
Tales of Thebes ajid Argoa. By the same 

Author. Fcp. 4s. 6d. 



The Gladiators : a Tale of Rome and 
Judsea. By G. J. Whyte Melville. 
Crown 8to. 6s. 

Digby Grand, an Autobiography. By the 
same Author. 1 vol. 6s. 

Kate Coveutry, an Autobiography. By the 
same. 1 vol. 5s. 

General Bounce, or the Lady and the Lo- 
custs. By the same. 1 vol. 5». 

Holmby House, a Tale of Old Northampton- 
sliire. 1 vol. 5s, 

Good for Wotlilng, or All Down Hill, By 
the same. 1 vol. 6s. 

The Queen's Maries, a Eomauoe of Holy- 
rood. By the same. 1 vol. 6s. 

The Interpreter, a Tale of the War, By 
the same Author, 1 vol. 6s. < 



Poetry and The Drama. 



Goethe's Second Faust, Translated 

by John Anster, LL.D. M.E.I.A. Regius 
Professor of Civil Law in the University of 
Dublin. Post 8vo. 15s. 

Tasso's Jerusalem - Delivered, 

translated into English Verse by Sir J. 
Kingston James, Kt. M.A. 2 vols. fcp. 
with Facsimile, 14s. 

Poetical Works of John Edmund 

Keade ; with £nal Revision and Additions. 
3 vols. fcp. 18s. or each vol. separately, 6s. 

Moore's Poetical Works, Cheapest 

Editions complete in 1 vol. including the 
Autobiographical Prefaces and Author's last 
Notes, which are still copyright. Crown 
8vo. ruby type, with Portrait, 6s. or 
People's Edition, in la,rger type, 12s. 6d. 
Moore's Poetical "Works, as above. Library 
Edition, medium 8vo. with Portrait and 
Vignette, 14s. or in 10 vols. fcp. 3s. 6d. each. 

Moore's Lalla EOOkh, tenniel's Edi- 
tion, with 68 Wood Engravings frpm 
Original Drawings and other Illustrations. 
Fcp. 4to. 21s. 

Moore's Irish Melodies, Maclise's 

Edition, with 161 Steel Plates from Original 
Drawings. Super-royal 8vo. 31s. 6d, 
Miniature Edition of Moore's Irish 
Melodhs, with MacUse's Illustrations, (as 
above) reduced in Lithography. Imp. 
16mo. 10s. 6d. 



Southey's Poetical Works, with 

the Author's last Correotious and copyright 
Additions. Library Edition, in 1 vol. 
medium 8vo. with Portrait and Vignette, 
14s. or in 10 vols. fcp. 3s. Sd. each. 

Lays of Ancient Home ; with Jvnj 

and the Armada. By the Eight Hon. Lord 
Macaulat. 16mo. 4s. 6d. 

liord Maoaulay's tays of Ancient 
Bome. With 90 Illustrations on Wood, 
Original and from the Antique from 
Drawings by G. Schaek. Fop. 4t0; 2Is. 

Miniature Edition of Iiord Maoaulay's 
Lays of Ancient Rome, with Scharf's It- 
lustrations (as above) , reduced in Litho- 
graphy, Imp. 16mo. 10s. 6d. 

Poems, By Jean Ingelotv. Twelfth 
Edition. Fcp. 8vo. 5s. 

Poems by Jean Ingelow. . A Kew Edition, 
with nearly 100 Illustrations by Eminent 
Artists, engraved on Wood by the Brothers 
Dalziel. Fcp. 4to. 2U. 

Poetical Works of Letitia Eliza- 
beth Landon (L.E.L.) 2 vols. 16iao. 10s. 

Playtime with the Poets : a Selec- 
tion of the best English Poetry for the use 
of Children, By a Ladt, Crown 8vo. 5s. 
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Bowdler's Family Shakspeare, 

cheaper Genuine Edition, complete in 1 vol. 
large type, with 36 Woodcut lUnstrationa, 
price 14*. or, with the same Illustrations, 
in 6 pocket vols. 3s. 6d. each. 

Amndines Cami, sive Musarum Can- 
tabrigiensium Lusiis Canori. CoUegit atque 
edidit H. Dr'uet. M.A. Editio Sexta, cu- 
javit H. J. Hodgson, M.A. Crown 8to. 
price 7s. Sd. 

The -ZEneid ofVirgil Translated into 
English Verse. By John Conington, 
M.A. Corpus Professor «f Latin in the Uni- 
versity of Oxford. Crown Svo. 9s. 



The Iliad of Homer Translated 

into Blank Verse. By Iohabod Charles 
Wbight, M.A. late Fellow of Magdalen 
Coll. Oxon. 2 vols, crown Svo. 21s. 

The Iliad of Homer in English 

Hexameter Verse. By J. Henkt Dart, 
M.A. of Exeter College, Oxford ; Author 
of ' The Exile of St. Helena, Newdigate, 
1838,' Square crown Svo, price 21«. cloth. 

Dante's Divine Comedy, translated 

in English Terza Bima by John Dayman, 
M.A. [With the Italian Text, after 
Brunetti, interpaged.] Svo. 21s. 



Rural Sports, <^e. 



Bneyclopsedia of Rural Sports ; 

a Complete Account, Historical, Practical, 
and Descriptive, of Hunting, Shooting, 
Fishing, Racing, &c. By D. P. Blaine. 
With above 600 Woodcuts (20 from Designs 
by John Leech). Svo. 42s. 

Notes on BlQe Shooting. By Cap- 
tain Heaton, Adjutant of the Third Man- 
chester Rifle Volunteer Corps. Fcp. 2s. Gd. 

Col. Hawker's Instructions to 

Toung Sportsmen in all that relates to Guns 
and Shooting. Revised by the Author's Son. 
Square crown Svo. with Illustrations, 18s. 

The Rifle, its Theory and Prac- 
tice. By Arthur Walker (79th High- 
landers), Stair, Hytheand Fleetwood Schools 
of Musketry. Second Edition. Crown Svo. 
with 125 Woodcuts, 5s. 

The Dead Shot,or Sportsman's Complete 
Guide ; a Treatise on the Use of the Gun, 
Dog-breaking, Pigeon-shooting, &c. By 
Marksman. Fcp. with Plates, Ss. 

Hints on Shooting, Pishing, &c. 

both on Sea and Land and in the Fresh 
and Saltwater Lochs of Scotland. By 
C. Idle, Esq. Second Edition. Fcp. 6s. " 

A Book on Angling: being a Com- 
plete Work on every branch of Angling 

^ practised in Great Britain. By Frakcis 
Francis, With numerous Explanatory 
Plates, coloured and plain, and the largest 
and most reliable List of Salmon Flies ever 
published. Post Svo. 

The Art of Pishtng on the Prin- 
ciple of Avoiding Cruelty: being a brief 
Treatise on the Most Merciful Methods cf 
Capturing Fish ; _ describing certain ap , 
proved Rules in Fishing, used during 60 
Years' Practice. By th? Rev. 0. Ray- 
mond, LL.B. Fcp. Svo. 



Handbook of Angling : Teaching 

Fly-fishing, Trolling, Bottom-fishing, Sal- 
mon-fishing ; with the Natural History of 
River Fish, and the best modes of Catching 
them. By Ephemera. Fcp. Woodcnts, 5«. 

The Ply-Ksher's Entomology, 

By Alfred Ronalds. With coloured 
Representations of the Natural and Artifi- 
cial Insect. Sixth Edition; with 20 
coloured Plates. Svo. 14s. 

The Cricket Field; or, the History 
and the Science of the Game of Cricket. By 
James Pyoroft, B.A. 4th Edition. Fcp. 5k. 

The Cricket Tutor ; a Treatise exclusively 
Practical. By the same. ISmo. Is. 

Cricketana. By the same Author. With 7 
Portraits of Cricketers. Fcp. 6s. 

Youatt on the Horse. Revised and 

enlarged by W. Watson, M.R.C.V.S. Svo. 
with numerous Woodcuts, 12s. 6i 
Touatt on the Dog. (By the same Author.) 
Svo. with numerous Woodcuts, 6s. 

The Horse-Trainer's and Sports- 

man's Guide: with Considerations on the 
Duties of Grooms, on Purchasing Blood 
Stock, and on Veterinary Examination. 
Igy DiGBY COLUNS. Post Svo. 6s. 

Blaine's Veterinary Art : a Trea- 
tise on the Anatomy, Physiology, and 
Curative Treatment of the Diseases of the 
Horse, Neat Cattle, and Sheep. Seventh 
Edition, revised and enlarged by C Steel 
M.R.C.V.S.L. Svo. with Plates and Wood- 
cuts, 18s. 

On Drm and Manoeuvres of 

Cavalry, combined with Horse Artillery 
By Major-Gen. Michael W. Smith, CB 
commanding the Poonah Division of the 
Bombay Army. Svo. 12s. erf. 
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The Horse's Foot, and how to keep 

it Sound. By W. MiLEa, Esq. 9th Edition, 
vrith Illustrations. Imp. 8vo. 12s. 6d. 

A Plain Treatise on Horse-slioeing. By 
the same Author. Post 8vo. with Illustra- 
tions, 2s. 6d. 

Stables and Stable Fittings. By the same. 
Imp. 8vo. with 13 Plates, 15». 

Bemarks on Horses' Teeth, addressed to 
Purchasers. By the same. Post 8vo. Is. 6d. 



The Dog in Health and Disease. 

By Stonehbnoe. With 70 Wood En- 
gravings. New Edition. Square crovin 
8vo. 10s. 6rf. 

The Greyhotmd. By the same Author. 
Revised Edition, with 24 Portraits of Grey- 
hounds. Square crown 8vo. 21s. 

The Ox, his Diseases and their Treat- 
ment ; with an Essay on Parturition in the 
Cow. By J. R. DoBson, M.R.C.V.S. Crowa 
8vo. with Illustrations, 7s. 6rf. 



Commerce, Navigation, and Mercantile Affairs. 



The Commercial Handbook of 

France ; Furnishing a detailed and compre- 
hensive account of the Trade, Manufactures, 
Industry, and Commerce of France at the 
Present Time. By Fredehick Martin. 
With Maps and Plans, including a Coloured 
Map showing the Seats of tlie Principal 
Industries. Crown 8vo. 

Banking, Currency, and the Ex- 
changes : a Practical Treatise. By Arthur 
Crump, Bank Manager, formerly of the 
Bank of Eogland. PostSvo. 6s. 

The Theory and Practice of 

Banking. By Henry Dunning Maolbod, 
M.A. Barrister- at-Law. Second Edition, 
entirely remodelled. 2 vols. 8vo. 30s. 

A Dictionary, Practical, Theo- 
retical, and Historical, of Commerce and 
Commercial Navigation. By J. R. M'CuL- 
liOCH. New Edition in preparation. 



Practical Guide for British Ship' 

masters to United States Ports. By Pieb- 
REPONT Edwards, Her Britannic Majesty's 
Vice-Consul at New York. Post 8vo. 8s. Gd. 

A Manual for ITaval Cadets. By 

J. M'Neil Boyd, late Captain R.N. Third 
Edition ; with 240 Woodcuts, and 11 coloured' 
Plates. Post 8vo. 12s. 6* 

The Law of Nations Considered 

as Independent Political Communities. 1^ 
Tkaveks Twiss, D.C.L. Regius Professor 
of Civil Law in the University of Oxford. 
2 vols. 8to. 30s. or separately, Part I. Pmct, 
12s. Part II. War, 18s. 

A Wautical Dictionary, defining 

the Technical Language relative to the 
Building and Equipment of Sailing Vessels 
and Steamers, &c. By Arthur Youno. 
Second Edition ; with Plates and loO Wood- 
cuts. 8vo. 18s. 



Works of Utility and General Information. 



Modern Cookery for Private 

Families, reduced to a System of Easy 
Practice in a Series of carcfiiUy-tested 
Receipts. By Eliza Acton. Newly re- 
vised and enlarged; with 8 Plates, Figures, 
and 158 Woodcuts. Fcp. 7s. 6d. 

On Food and its Digestion ; an 

Introduction to Dietetics. By W. Brinton, 
M.D. Physician to St. Thomas's Hospital, 
&c. With 48 Woodcuts. Post 8Vo. 12s. 

Wine, the Vine, and the Cellar. 

By Thomas G. Shaw. Second Edition, 
" . revised and enlarged, with Frontispiece and 
31 Illustrations on Wood. 8vo. 16s. 



A Practical Treatise on Brewing,; 

with Formulae for Puhlio Brewers, and In- 
structions for Private Families. By W. 
Black. Fifth Edition. 8vo. 10s. 6A 

How to Brew Good Beer : a com- 
plete Guide to the Art of Brewing Ale, 
Bitter Ale, Table Ale, Brown Stout, Porter,, 
and Table Beer. By John Pitt. Revised 
Edition. Fcp. 4s. 6rf. 

The Billiard Book. By Captaia 

Crawley, Author of ' Billiards, its Theory 
and Practice,' &c. With nearlylOO Diagrams 
00 Steel and Wood. 8vo. 21s., 
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Whist, What to Lead, By Cam. 

Third Edition. 32mo. I5. 

Short Whist. By Major A. The 

Sixteenth Edition, revised, with an Essay 
on the Theory of the Modem Scientific 
Game by Peof. P. Fcp. 3». Gd. 

Two Hundred Chess Problems, 

composed by F. Hbaley, including the 
Problems to which the Prizes were awarded 
by the Committees of the Era, the Man- 
chester, the Birmingham, and the Bristol 
Chess Problem Tournaments ; accompanied 
by the Soldtions. Crown 8vo. with 200 
Diagrams, 5s. 

The Cabinet Lawyer*; a Popular 

Digest of the Laws of England, Civil, 
Criminal, and Constitutional. 22nd Edition, 
entirely recomposed, and brought down by 
the Adthoe to the close of the Parliamen- 
tary Session of 1866. Fcp. 10». 6d. 

The Philosophy of Health ; or, an 

Exposition of the Physiological and Sanitary 
Conditions conducive to Human Longevity 
; and Happiness. By Sodthwood Smith, 
M.D. Eleventh Edition, revised and en- 
larged; with 113 Woodcuts. 8vo. 15s. 

Hints to Mothers on the Manage- 
ment of their Health during the Period of 
Pregnancy and in the Lying-in ftoom. By 
T. Bull, M.D. Fcp. 6». 

^The Maternal Management of Children 
in Health and Disease. By the same 
Author. Fcp. 5s. 



Notes on Hospitals. By Kloeence 
Nightingale. Third Edition, enlarged; 
with 13 Plans. Post 4to. 18». 

The Executor's Guide. By J. C- 

HciDsorr. Enlarged Edition, revised by the 
Author, with reference to the latest reported 
Cases and Acts of Parliament. Fcp. 6s. 
Hudson's Plain Directions for Making 
Wills. Fcp. 2s. 6d. 

The Law relating to Benefit 

Building Societies; with Practical Obser- 
vations on the Act and all the Cases decided 
thereon, also a Form of Rules and Forms of 
Mortgages. By W. Tidd Pkatt, Barrister. 
2nd Edition. Fcp. 3s. 6d. 

C. M. W^iUich's Popular Tables 

for Ascertaining the Value of Lifehold, 
Leasehold, and Church Property, Renewal 
Fines, &o. ; the Public Funds; Annual 
Average Price and Interest on Consols from 
1731 to 1861 ; Chemical, Geographical, 
Astronomical, Trigonometrical Tables, &c. 
Post 8vo. 10». 

Thomson's Tables of Interest, 

at Three, Four, Four and a Half, and Five 
per Cent , from One Pound to Ten Thousand 
and from 1 to 365 Days. 12mo. 3s. 6d. 

Maunder's Treasury of Know- 
ledge and Library of Reference : comprising 
an English Dictionary and Grammar, Uni- 
versal Gazetteer, Classical Dictionary, Chro- 
nology, Law Dictionary, Synopsis of the 
Peerage, useful Tables, &c. Fcp. 10s. 6d. 



Knowledge for tlie Young. 



The Stepping Stone to Knowledge: 

Containing upwards of 700 Questions and 
Answers on Miscellaneous Subjects, adapted 
to the capacity of Infant Minds. By a 
MoTHEB. 18mo. price Is. 

The Stepping Stone to Geography: 
Containing several Hundred Questions and 
Answers on Geographical Subjects. 18mo. Is. 

The Stepping Stone to English History : 
Containing several Hundred Questions and 
Answers on the History of England. Is. 

The Stepping Stone to Bible Enow- 
ledge: Containing several Hundred Ques- 
tions and Answers on the Old and New 
Testaments. 18mo. Is. 

The Stepping Stone to Biography: 
Containing several Hundred Questions and 
Answers on the Lives of Eminent Men and 
Women, ISlmo. Is. 



Second Series of the Stepping 

Stone to Knowledge: containing upwards 
of Eight Hundred Questions and Answers 
on Miscellaneous Subjects not contained ia 
the FiBST Series. 18mo. Is. 

The Stepping Stone to French Pronxm- 
ciation and Conversation : Containing seve- 
ral Hundred Questions and Answers. By 
Mr. P. Sadleb. ISmo. Is. 

The Stepping Stone to English Grram- 
mar : containing several Hundred Questions 
and Answers on English Grammar. By 
Mr. P. Sadlbb. 18mo. Is. 

The Stepping Stone to natural History: 
Vekticbrate or Backboned Animai^. 
Past I, Mammalia ; Pabt II. Birds, Bep- 
tiles. Fishes. Igmo. Is. each Part 



INDEX. 



Abbott on Siglit and Touch 7 

Acton's Modern Cookery 19 

Alcock's Kesidence in Japan 16 

Allies on Formation of Christianity 14 

Alpine Guide (The) 16 

Apjohh's Manual of the Metalloids 8 

Abago's Biographies of Scientific Men .... 4 

Popular Astronomy 7 

Abnold's Manual of English Literature. ... 6 

Abnott's Elements of Physics 7 

Arundines Cami IS 

Atherstone Priory 16 

Autumn Holidays of a Country Parson .... 6 

Aybe's Treasury of Bible Knovrledge 14 

Bacon's Essays, by Wh ately 4 

Life and Letters, by Spedding. ... 3 

Works 4 

Bain on the Emotions and Will , 7 

on the Senses and intellect 7 

on the Study of Character 7 

Haines's Explorations in S.W.Africa .... 15 

Ball's Guide to the Central Alps 12 

Guide to the Western Alps 12 

— Guide to the Eastern Alps 16 

Barnard's Drawing from Nature 12 

Bayldon's Rents and Tillages 13 

Beaten Tracks 15 

Becker's Charicles and Gallui 16 

Beethoven's Letters 3 

Benfey's Sanskrit-English Dictionary .... 5 

Berry's Journals 3 

Black's Treatise on Brewing. 19 

Blaceley and Friedlanoeb's German 

and English Dictionary S 

Blaine's Rural Sports 18 

Veterinary Art 18 

Blight's Week at the Land's End 16 

Boase'3 Essay on Human Nature 6 

■ Philosophy of Nature 6 

Boner's Transylvania IS 

Booth's Epigrams 6 

Bourne on Screw Propeller 12 

BouBNE'sCatechismof theSteam Engine.. 12 

Handbook of Steam Engine .... 12 

Treatise on the Steam Engine. ... 12 

Bowdlbr's Family Shakspeare is 

Boyd's Manual for Naval Cadets 19 

BBAHLBY-MooBE'sSixSistersof the Valleys 16 
Bbahdb's Dictionary of Science, Literature, 

andArt 9 

Bbay's (C.) Education of the Feelings 7 

Philosophy of Necessity 7 

On Force 7 

Brihton on Food and Digestion 19 

Bbistow's. Glossary of Mineralogy 8 

Bbodib'S' ConBtitutional History , 1 



Brodie's (Sir C. B.) Works 10 

Autobiography 10 

Browne's Ice Caves of France and Switzer- 
land IS 

Exposition 39 Articles 13 

Pentateuch 13 

Buckle's History of Civilization 2 

Bull's Hints to Mothers 20 

Maternal Management of Children. . 20 

Bunsen's Ancient Egypt 2 

BuNSEN on Apocrypha 14 

Burke's Vicissitudes of Families 4 

Burton's Christian Church 3 

Cabinet Lawyer 20 

Calvert's Wife's Manual 14 

Campaigner at Home 6 

Cats audFARLiE's Moral Emblems 11 

Chorale Book for England 15 

Clouoh's Lives from Plutarch 2 

CoLENSo (Bishop) on Pentateuch and Book 

of Joshua , 14 

CoLLiNs's Horse Trainer's Guide IS 

Columbus's Voyages 16 

Commonplace Philosopher in Town and 

Country 6 

Comnoton's Translation of Virgil's iEneid 18 
Contanseau's Two French and English 

Dictionaries s 

CoNYBEARBSndHowsoN'sLifeandEpistles 

ofSt.Paul 13 

Cook's Acts of the Apostles 13 

Voyages 16 

Copland's Dictionary of Practical Medicine 10 

Cox's Tales of the Great Persian War 2 

Tales from Greek Mythology 17 

Tales of the Gods and Heroes 17 

Tales of Thebes and Argos 17 

Ceawley's Billiard Book 19 

Cresy's Eucyclopadia of Civil Engineering 11 

Critical Essays of a Country Parson 6 

Crowe's History of France 2 

Crump on Banking, &c 19 

CussANS's Grammar of Heraldry 12 

Dart's Iliad of Homer 18 

D'AuBioN^'s History of the Reformation in 

the time of Calvin 2 

Dayman's Dante's Divina Commedia 18 

Dead Shot (The), by Marksman 18 

De la Rive's Treatise on Electricity 8 

Delmabd's Village Life in Switzerlaiid.... 15 

Db la Prymb's Life of Christ 14 

De Morgan on Matter and Spirit 6 

De TocauEViLLE's Democracy in America 2 

Disraeli's Speeches on Reform ,. S 

SoBSON on the Ox ,,, ....„.,,.... 19 
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Duncan and Millard on ClaBsification, 

&c. of tbe Idiotic 11 

Dybr's City of Rome 2 

Edwards's Shipmaster's Guide 19 

Elements of Botany 9 

Ellice, a Tale 16 

Ellicott's Broad and Narrow Way 13 

Commentary on Epbesians .... 13 

— — Destiny of the Creature 13 

Lectures on Life of Christ 13 

Commentary on Galatians .... 13 

Pastoral Epist. 13 

Philippians,&c. 13 

•^— Tbessalonians 13 

Engel's Introduction to National Music '.. 11 

Essays and Reviews 14 

•^— on Religion and Literature, edited by 

Manninq '. IS 



Pairbairn's Application of Cast and 

'Wrought Iron to Building 12 

. Information for Engineers . . 13 

Treatise on Mills & Millwork 12 

Fairbairn on Iron Ship Building 11 

Farra r's Chapters on Language 5 

Ffoulkes's Christendom's Divisions 14 

Francis's Fishing Book 18 

Froude's History of England 1 



Gee's Our Sermons IS 

• Sunday to Sunday 15 

GiLBERTand Church ill's Dolomite Moun- 
tains 16 

Gilly's Shipwrecks of the Navy 16 

GoBTH e's Second Faust, by Anster 17 

Goodevb's Elements ol Mechanism 12 

Gorle's Questions on Browne's Exposition 

of the 39 Articles IS 

Grant's Ethics of Aristotle 4 

Graver Thoughts of a Country Parson 6 

Gray's Anatomy 10 

Green b's Corals and Sea Jellies 8 

Sponges and Animalculae 8 

Grove on Correlation of Physical Forces . . 8 

Gwilt's Encyclopaedia of Architecture .... 12 



Handbook of Angling, by Ephemera is 

Hare on Election of Representatives 5 

Harley and Brown's Histological Demon- 
strations 10 

Hartwiq's Harmonies of Nature 8 

■ Sea and its Living Wonders. ... 8 



-^^— — Tropical World 8 

Haughton's Manual of Geology 8 

Hawkkr's Instructions to Young Sports- 
men 18 

Hbaton's Notes on Rifle Shooting IB 

Healby's Chess Problems 20 

Hblfs's Spanish Conquest in America .... 2 

Henderson's Folk- Lore 6 

Hersch bl's Essays from Reviews 9 

. Outlines of Astronomy 7 

Hewitt on the Diseases of Women 10 

Hodgson's Time and Space 7 

Holland's Essays on Scientific Subjects . . 9 

Holmes's System of Surgery 10 



Hooker and Walkbr-Arnott's British 

Flora 9 

Hopkins's Hawaii ' 

Horn E's Introduction to the Scriptures.... 1* 

Compendium of the Scriptures .. 1-t 

Horslby's Manual of Poisons 9 

Hoskyns's Occasional Essays 6 

Talpa IS 

How we Spent the Summer 15 

Howitt's Australian Discovery 16 

Rural Life of England 16 

Visits to Remarkable Places .... 16 

Hudson's Directions for Making Wills .... JO 

— Executor's Guide. 30 

Hughes's (W.) Manual of Geography 7 

Hullah's History of Modem Music 11 

Transition Musical Lectures II 

Fart Music 11 

Sacred Music 11 

Humboldt's Travels in South America. ... 16 

Humphreys' Sentiments of Shakspeare. . . . U 

Hutton's Studies in Parliament B 

Hymns from Ljra Germanica 14 



Inoelow'b Poems 17 

Icelandic Legends, Second Series 17 

Idle's Hints on Shooting IS 



Jameson's Legends of the Saints and Mar- 
tyrs 11 

Legends of the Madonna 11 



Legends of the Monastic Orders - 1 1 

Jameson and Eastlake's History of Our 

Lord 11 

Johnson's Patentee's Manual 12 

Practical Draughtsman 12 

Johnston's Gazetteer, or General Geo- 
graphical Dictionary 7 

Jones's Christianity and Common Sense .. 7 

Jordan's Elements 8 



Kalisch 's Commentary on tbe Bible' 5 

Hebrew Grammar 5 

Keller's Lake Dwellings of Switzerland , , 8 

Kestevbn's Domestic Medicine iO 

KiRBY and Spence's Entomology 9 

KUENEN on Pentateuch and Jcshua 14 



Lady's Tour round Monte Rosa 1,6 

Landon's (L. E. L.) Poetical Works 17 

Latham's English Dictionary 5 

Lawrence on Rocks 8 

Lecky's History of Rationalism 3 

Leisure Hours in Town 6 

Lewes's Biographical History of Philosophy 2 

Lewin's Fasti Sacri , 13 

Lewis on Early Roman History 4 

on Irish Disturbances 4 

on Observation and Reasoning in 

Politics 4 

on Political Terms 4 

Lew is's Essays on Administrations 4 

Fables of Babrius 4 

Li ddbll and Scott's Greek-English Lexicon S 

Abridged ditto 5 

Life of Man Symbolised 11 

Lindley and Moore's Treasury of Botany 9 
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Longman's Lectureson History of England 1 

Loudon's Encyclopaeclia of Agriculture .... 13 

' Gardening .... 13 

Plants 9 

' Trees and Shrubs 9 

Cottage, Farm , and Villa Architecture 1 3 

LowNDKs's engineer's Handbook 12 

Lyra Domestica 14 

Eucharistlca 13 

— — Germanica 11, 15 

Mesaianica 15 

— T- Afystica 19 

— ^ Sacra 13 



Macaula v's (Lord) Essays S 

History of England 1 

' Lays of Ancient Rome 17 

Miscellaneous Writings 6 

• ' Speeches 5 

Works 1 

Macfakken's Lectures on Harmony 11 

MACLEOD'S Elements of Political Economy 4 

Dictionary of Political Economy 4 

Theory and Practice of Banking 1 9 

McCulloch's Dictionary of Commerce. ... 18 

Geographical Dictionary .... 7 

Macfie's Vancouver Island 15 

Maovirb's Life of Father Mathew 3 

Rome and its Rulers 3 

Malino's Indoor Gardener 9 

MANNiNOon Holy Ghost 14 

Marshman's History of India 2 

Life of Havelock 3 

Martin's Commercial Handbook of France 19 

Massey's History of England 1 

Massingberd's History of the Reformation 3 

Maundbr's Biographical Treasury 4 

Geographi cal Treasury 7 

Historical Treasury 2 

Scientific and Literary Treasury' 9 

. Treasury of Knowledge 20 

Treasury of Natural History . . 9 

Maury's Physical Geography 7 

May's Constitutional History of England . . 1 

Melville's Digby Grand 17 

General Bounce 17 

. Gladiators 17 

Good for Nothing 17 

HolmbyHouse 17 

I Interpreter 17 

, KateCoventry 17 

Queen's Maries 17 

Mendelssohn's Letters 3 

Menzies' Windsor Great Park 13 

Merivalb's (H.) Historical Studies 1 

(C.)FalloftheRomanRepublic 2 

Romans under the Empire 2 

Boyle Lectures 2 

Miles on Horse's Foot and Horse Shoeing . 19 

on Horses' Teeth and Stables 19 

Mill en Liberty 4 

on Representative Government 4 

on Utilitarianism' 4 

Mill's Dissertations and Discussions 4 

Political Economy 4 

System of Logic 4 

Hamilton's Philosophy 4 



Miller's Elements of Chemistry 9 

Monsell's Spiritual Songs 15 

Beatitudes 15 

Montgomery on Pregnancy 10 

Moore's Irish Melodies 11, 17 

LallaRookh 17 

Journal and Correspondence .... 3 

Poetical Works 17 

(Dr. G.) First Man 8 

Morell's Elements of Psychology 6 

Mental Philosophy 6 

MosHEiM's Ecclesiastical History 14 

Mozart's Letters 3 

MtiLLBR's (Max) Lectures on the Science of 

Language 5 

(K. O.) Literature of Ancient 

Greece 2 

Murchison on Continued Fevers 19 

Muse's Language and Literature of Greece 2 



New Testament illustrated with Wood En- 
gravings from the Old Masters 11 

Newman's History of his Religious Opinions 3 

Niohtingalb's Notes on Hoiipitals 20 

Odling's Animal Chemistry 9 

Course of Practical Chemistry. ... 9 

Manual of Chemistry 9 

O'Shea's Guide to Spain 16 

Owen's Comparative Anatomy and Physio- 
logy of Vertebrate Animals 8 

OxENH AM on Atonement , 15 



Packe's Guide to the Pyrenees , 16 

Pa get's Lectures on Surgical Pathology .. 10 

Pbreira's Elements of Materia Medica .... 10 

Manual of Materia Medica 10 

Perkins's Tuscan Sculptors 12 

Phillips's Guide to Geology s 

Introduction to Mineralogy. ... 8 

Piesse's Art of Perfumery 13 

Chemical, Natural, and Physical Magic 13 

Pitt on Brewing ig 

Playtime with the Poets 17 

Practical Mechanic's Journal 12 

Pratt's Law of Building Societies 20 

Prescott's Scripture Dilticulties 14 

Proctor's Handbook of the Stars 7 

Saturn 7 

Pyoboft's Course of English Reading .... 5 

Cricket Field 18 

CricketTutor is 

Cricketana is 



Raymond on Fishing without Cruelty, ..... 18 

Reade's Poetical Works 17 

Recreations of a Country Parson 6 

Reilly's Map of Mont Blanc 15 

RiVERs's Rose Amateur's Guide g 
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Rogers's Correspondence of Greyson 6 

Kclipae of Faith 6 

Defence of ditto 6 

-^' Essays from the Edinburgh Review 6 

Fulleriana '. 6 

Reason and Faith 6 

(E-) Fifth-Monarchy Man 3 

Rooet's Thesaurus of £n;;lish Words and 

Phrases S 

RoNALDS*s Fly-Fiaher's Rntomology 18 

RowTON*s Debater 5 

Russell on Government and Constitution . 1 

Sandars'b jDstinian's Institutes 4 

Scott's Handbook of Volumetrical Analysis 9 

Lectures on the Fine Arts 11 

SCBOPB on Volcanos 7 

Sewell's Amy Herbert 16 

CleveHall 16 

Earl's Daughter 16 

Experience of Life 16 

Gertrude 16 

Glimpse of the World 16 

History of the Early Church 3 

Ivors 16 

Katharine Ashton 16 

Laneton Parsonage 16 

• '- Margaret Percivai 16 

. Passjna: Thoughts on Religion, ... 14 

Preparation for Communion 14 

Principles of Education 14 

Readings for Confirmation 14 

Readings for Lent 14 

Examination for Confirmation .. 14 

Stories and Tales 16 

Thoughts for the Holy Week 14 

Ursula 16 

Shaw's Work on Wine 19 

Shedden's Elements of Logic 4 

Shipley's Church and the World 14 

Short Whist ..., 20 

Short's Church History 3 

Sibtekinq's (Amelia) Life, hy Wink- 
worth 3 

Smith's (Southwood) Philosophy of Health 20 

(J.) Paul's Voyage and Shipwreck 13 

— (G.) Wesleyan Methodism 3 

(Sydney) Miscellaueons Works .. 6 

Moral Philosophy 6 

. Wit and Wisdom 6 

Smith on Cavalry Drill and Manoeuvres. ... 18 

Southby's (Doctor) S 

Poetical Works 17 

Stanley's History of British Birds 9 

Stebbino's Analysis of Mill's Logic S 

Stephen's Essays in Ecclesiastical Bio- 

^aphy > 4 

Lectures on History of France 2 

Stephenson's Life, by Jeaffreson and 

Pole 3 

Stepping-Stone (The) to Knowledge, &c. . . 20 

Stirli N o's Secret of H egel 6 

Stonehenoe on the Dog 19 

" on the Greyhound 19 

Strange onSeaAir 10 

Restoration of Health 11 

Sunday Afternoons at the Parish Church 6 



Tasso's Jerusalem, by James. 17 

Taylor's (Jeremy) Works, edited by Eden U 

Tennent's Ceylon 8 

Natural History of Ceylon .... 8 

WildElephant 8 

Thirlwall's History of Greece = .... 2 

Thomson's (Archbishop) Laws of Thought 4 

(J.) Tables of Interest 20 

Conspectus, by Bibkett 10 

Todd's Cyclopsdia of Anatomy and Physio- 
logy '• • to 

and Bowman's Anatomy and Pty- 

siology of Man '. 10 

Tkollope's Barchester Towers 17 

Warden 17 

Twiss's Law of Nations 19 

Tyndall's Lectures on Heat 8 

Lectures on Sound 8 

Urb's Dictionary of Arts, Manufactures, and 

Mines 12 



Van Der Hoeven's Handbook of Zoology 8 
Vaughan's (R.) Revolutions in English 

History I 

(R. A.) Hours with the Mystics 7 

WaytoRest 7 

Walker on the Rifle ij 

Watson's Principles and Practice of Physic 10 

Watts's Dictionary of Chemistry 9 

Webb's Objects for Common Telescopes . . 7 

Webster & Wilkinson's Greek Testament 13 

Weld's Florence IG 

Wellington's Life, by Brialmont and 

Gleig 3 

by Gleig 3 

West on Children's Diseases 9 

Whately's 'English Synonymes 4 

Life and (Correspondence 3 

Logic 4 

— — ^— Remains 4 

Rhetoric 4 

Paley's Moral Philosophy .... 15 

Whewell's History of the Inductive Sci- 
ences'. 2 

Whist, what to lead, by Cam 20 

White and Riddle's Latin-English Dic- 
tionaries 5 

Wilbebforce (W.) Recollections of, by 

Harford j 

Willich's Popular Tables 20 

Wilson's Bryologia Britannica 9 

Windham's Diarv 3 

Wood's Homes without Hands s 

Woodward's Historical and Chronological 

Encyclopaedia 2 

Wright's Homer's Iliad. is 

Yongb's English-Greek Lexicon 5 

Abridged ditto 5 

Young's Nautical Dictionary 19 

YouATT on the Dog ig 

^^-*^ on the Horse ' ig 
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